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The oil companies stage a major invasion of a changing industry i 
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MANHANDLING GIANT 


Great logs, six-to-a-truckload size washboard trails, 
mostly up-and-down heavy punishment for trucks and 
equipment, day-in and day-out 

Here, rugged Federal-Mogul engine bearings and formed 
bushings play a vital part in keeping heavy-laden vehicles 
rolling. Here, long service life is essential and F-M products 
deliver it—dependably! 


F-M bearings keep other industries on the move, too. For 





LOGS PUTS PRESSURE ON BEARINGS 


example, road and construction machinery. F-M sleeve bear- 


ings, bushings, precision thrust washers and spacers are 
original equipment on almost every kind of vehicle and 


machinery. Other divisions of Federal-Mogul-Bower Bear 
ings, Inc. provide all types of tapered, cylindrical, journal 
roller bearings and ball bearings. For a broad line to fill a 
most any requirements, and for experienced engineering 
service, call Federal-Mogul-Bower Bearings, Inc 


roller, ball 


FEDERAL-MOGUL-BOWER BEARINGS, INC. and 


BOWER ROLLER BEARING DIVISION 


every industry—missiles, aircraft, automotive, con 
struction, and farm equipment, to name a few 


BEARINGS COMPANY OF AMERICA DIVISION 
Tapered, cylindrical and journal roller bearings for Radial and clutch bearings for the automotive industry 
earth-moving equipment, farm tractors, and specialty ball 
bearings for farm implement 





sleeve bearings [edieip 


THE THREE BEARING DIVISIONS 

f Federal-Mogul-Bower Bearings. | for | 
lived bearings for nearly any applicat ‘ 
range of sizes and type 
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i195 1960 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart)... . . 133.3 149.9 1485 146.1r 145.3" 
PRODUCTION 
EE OEE, GE Ds vip cccvccscscccccsavs ccs seeodetccccotccs ‘ 2,032 332 1,537 1,547r 1,533 
I ta i ee ees Gee Paes es beeen wos . 125,553 18,335 107,019 47,437r 39,160 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)...... . $52,412 $65,558 $85,343 $77,451 $79,212 
Electric power (millions of kilowatt-hours)...........-. eee e cece eeeee 10,819 14,109 14,746 14,453 14,602 
Crude oil and condensate (daily av., thous. of bbl.).................. 000 6,536 6,821 6,821 6,842 6,846 
Bituminous coal (daily av., thous. of tons)...........cccecceccccccccees 1,455 1,187 1,321 1,339Fr 1,337 
Paperboard (tons) ......ccecccccceeccereces bse Dena eeebeed cet nese e 247,488 323,961 323,825 314,607 313,476 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.I. (daily av., thous. of cars)........ 70 55 54 4 54 
Carloadings: all others (daily av., thous. of cars)..........eeseeceeeeees 47 35 49 46 45 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 132 120 131 139 
Business failures (Dun & Bradstreet, number).......... iat beéeseaveoes 198 257 293 279 315 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)...........200% 89.2 93.1 90.4 91.5 91.6 
Foodstuffs, daily index (BLS, 1947-49 = 100)........... cee ce eeeeeeeees 90.5 78.5 78.4 77.3 76.5 
ee. cw ares ce esbaceeuayeetsoocrncoee 19.8¢ 19.5¢ 20.2¢ 19.8¢ 19.5¢ 
Finished steel, index (BLS, 1947-49 = 100)........... ce ceceeeeceees ‘d 143.9 186.7 186.2 186.2 186.2 
Scrap steel composite (Iron Age, ton)..........cccccscccccccccnseccses $36.10 $41.17 $31.83 $32.50 $32.50 
Copper (electrolytic, delivered price, E&MJ, Ib.).......-- cece eee eeeeeeeee 32.394¢  31.585¢ 33.000¢  33.000¢ 33.000¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.).... 2... cece ee eee ee eeeeee 20.6¢ 24.7¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zine (U. S. del., E&MJ, ib.)........... tf 23.75¢ 24.00¢ 23.99¢ 24.01¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.).............-. $2.34 $1.99 $1.90 $1.93 $1.97 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)..........+. 34.57¢ 31.83¢ 31.27¢ 30.60¢ 30.60¢ 
i L, Ub cued ndvoetedouseeereckievececesececoocconce ° $1.96 $1.94 $1.65 $1.64 $1.65 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)........... ee eee 31.64 59.30 55.07 57.37 56.73 
Medium grade corporate bond yield (Baa issue Moody’s)...............04. 3.59% 5.12% 5.15% 04% 5.01% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-28 % Va % 3% % 3% % 34% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks.............-eseeeee tt 60,776 59,966 58,163 58,603 
Total loans and investments, reporting member banks.................-- 103,876 104,723 105,003 104,428 
Commercial, industrial, and agricultural loans, reporting member banks.... | 29,903 31,972 32,125 31,898 
U. $. gov't guaranteed obligations held, reporting member banks.......... rT 29,267 27,324 27,169 27,150 
Total federal reserve credit outstanding. ............cceceecsecceeces ° 26,424 28,485 28,065 28,469 28,245 
MONTHLY FIGURES OF THE WEEK an oy oo 
Private expenditures for new construction (in millions)............. SE ces sveae $2,390 $3,654 $3,537 $3,531 
Public expenditures for new construction (in millions).............. RR wik 6 cineee $ 980 $1,608 $1,603 $1,631 
Manufacturers’ sales (seasonally adjusted, in billions)................ ae $24.8 $30.9 $30.8 $30.6 
Manufacturers’ new orders (seasonally adjusted, in billions)........... SN ait tin eae ‘ $24.3 $30.8 $30.1 $29.4 
Manufacturers’ inventories (seasonally adjusted, in billions)........... | errr $45.2 $52.2 $55.1 $54.9 
Cost of living (U. S. Dept. of Labor BLS, 1947-49=100).........+02. duly... ...eeee 114.6 124.9 126.5 126.6 
* Preliminary, week ended August 27, 1960, t Revised. 
+ Not available. 8 Date for ‘Latest Week’ on each series on request. 
THE PICTURES—The Cover—John Teppich; 24 (left) UPI; 26-27—Yukishi Watabi; 30—(left) Ed Nano, (middle) Univ. of Chicago, (right) Lionel D 
Edie; 31—left) Chase Ltd., (middie) Harvard Univ., (right) Southern Methodist Univ.; 32—{left) Univ. of Michigan, (middle) Dr. Rot ’ 
Newcomb, (right) James McCullough; 34—Alleghany Ludium Steel Co.; 50, 51, 52, 53—Douglas Kirkland; 66, 67—Ed Malsberg; 94 


UPI, (right) WW; 105, 106, 107—Bud Blake; 114, 115, 117—Jon Brenneis. 
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WHAT IS TODAY’S 
MOST PERPLEXING PENSION PROBLEM? 


The problem for corporations is to invest today’s contributions for tomorrow’s 
benefits in such a way as to compensate —insofar as possible—for changes in 
purchasing power and living standards. The best answer is balance and 
selection in the investment program based on extensive research directed 

at this problem. Our Pension Trust Division has gained its reputation 
through successful management of pension and profit-sharing trusts— 





large and small. Individual attention to each fund has earned 
: Bankers Trust its top position in the field. For further information, 
write to us at 16 Wall Street, New York 15, N. Y. 


BANKERS TRUST COMPANY, NEW YORK 





FORWARD-LOOKING BUSINESS r 
NEEDS A FORWARD-LOOKING BANK 4 

















Mr. WILLIAM B. WEBBER 


A Tektronix Vice President, says: 


““‘We are happy we chose Em- 
ployers Mutuals of Wausau as 
the carrier of our workmen’s 
compensation. We find they have 
a friendly and effective way of 
working with us and our people. 

“Other reasons too: Because 
Employers Mutuals is a national 
company we can simplify records 
by taking care of our country- 
wide field offices and our plant 
at one time. 

“Then there is the matter of 
savings—the dividend we can 
expect through Employers 
Mutuals’ help in promoting safe 
working practices. 

“The picture lower right shows 
one way this works. At the left is 
George Babich, an Employers 
Mutuals’ Safety Engineer. Part 
of his work with us is as advisor 
to our employee safety commit- 
tees. Shown here on a safety 
inspection tour are E. E. Ashen- 
brenner, manager of our Fabri- 
cation and Moulding Division; 
Norm Olson, Chairman of this 
safety committee; and Lois 
Addington, head nurse. 

“They're good people, these 
Employers Mutuals’ represent- 
atives. Good people to know, 
good people to do business with.” 











FOUND:"“...AN INSURANCE COMPANY WITH OUR WAY OF WORKING” 


ausau Story 


at TEKTRONIX, [ncorporated 
Portland, Oregon 


ae IS MUCH that is unique 
about Tektronix, Inc.—their 
products, plant, and philosophy. 


The products developed and pro- 
duced by this company are cathode- 
ray oscilloscopes. At the left, Mr. 
William B. Webber, a Tektronix Vice 
President, shows us some models of 
these electronic instruments. The 
Tektronix oscilloscope is recognized 
as a precision tool by scientists and 
engineers in such fields as atomic 
energy, medicine, radar and guided 
missiles. This tool provides ‘“‘a pic- 
ture of changing phenomena,” ac- 
curately measuring voltage from 
hundreds of volts to less than a hun- 
dred thousandth of one volt and 
measuring time from minutes to a 
few billionths of a second. 











The Tektronix plant is a group of 
attractive one and two story build- 
ings, forming an industrial park in a 
pleasant Portland suburb. Each 
building is landscaped with flower- 
ing bushes and green lawns, an in- 
viting place for outdoor lunches. 

Tektronix people appreciate the 
philosophy that guides their way of 
working: “‘respect for the dignity of 
each individual.’’ Here each person 
assumes responsibility, takes pride 
in a job well done. Typical is the 
work of Irene Sherrick in the Unit 
Wiring Department. Wiring and 
soldering a unit may take a few 
minutes or up to ten hours, depend- 
ing on the complexity of the model. 
Today there are over 3000 employees. 


* * * 


Why does a company choose one insur- 
ance company over another? The rea- 
sons vary—even though all workmen’s 
compensation policies are basically the 
same. The difference is in the interpreta- 
tion. At Employers Mutuals we interpret 
policies not by the law alone but also by 
principles and beliefs on which our com- 
pany was founded. That’s the ‘‘Wausau 
way of working.” 

Employers Mutuals of Wausau has 
offices all across the country. We write all 
forms of fire, group and casualty insur- 
ance (including automobile). In the field 
of workmen’s compensation we are one of 
the largest. We are proud of our reputation 
for fast claim service and our experience in 
preventing accidents. Consult your tele- 
phone directory for the nearest representa- 
tive or write us in Wausau, Wisconsin. 


7 prople to do 
whee with” 
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READERS REPORT 


Growth Pattern 


Dear Sir: 

The special article The Growth 
Force That Can’t Be Overlooked 
[BW—Aug.6’60,p68] was, I think, 
an absolute masterpiece. 

It was about the most terse, 
concise statement of one of the 
most significant economic ideas 
I've ever read. I’m truly grateful 
to whoever wrote it. 

WILLIAM RUDER 





RUDER & FINN 
NEW YORK, N. Y. 


Dear Sir: 

Your article continued the 
theme you unfolded in your earlier 
Special Report. At first, I was re- 
minded of a viewpoint that I have 
heard expressed often, that capital 
as a factor of production might in- 
clude investment in the education 
of individuals as handily as any 
other forced savings for the future. 
Our technological advance would 
therefore be reaping investment 
sown in earlier years. But you 
chided early economists for over- 
looking technological change as a 
dynamic growth force. After think- 
ing on the matter I agree with you 
that it was overlooked. 

Looking back though, it is cer- 
tainly not surprising that technologi- 
cal advance was overlooked by our 
leading economic thinkers. By 
definition, it is unexpected. So your 
observation that technology was 
overlooked offers me a reminder 
of how easily the creative powers 
of individuals are likewise over- 
looked. It is hard to foresee or 
to see. It cannot be counted... 
it cannot be graphed . . . it cannot 
be related to the income tax or 
the gross national product . . . and 
sO many of us, as BUSINESS WEEK 
readers, are not alerted to its 
manifestations; not only in the 
day’s poetry, literature, art, music, 
food, theater, or political thought 

. but also in everyday business 
affairs (unless we make an unre- 
mitting effort to look for it). 

ROGER P. SHERMAN 
ENDICOTT, N. Y. 


Dear Sir: 

I have just finished reading the 
article concerning the importance 
of technological advances on eco- 
nomic growth. I found the article 
interesting, but confusing. The claim 
that land, labor, capital, and en- 
trepreneurship have been over- 
rated obscures the differences be- 
tween static and dynamic economic 
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Industry is expanding in South Car- 


olina at the rate of $5 million a week 


or $3 billion in new plants and 
plant expansion during the past 13 


fears, 


Why such a] igh productiv- 


ity? Because South Carolina has 


the three essentials that create a 


superb business climate: a wealth of 


water and raw materials ...a young, 


. 1) , , ’ , 
intelligent, hard-work ing labor force 


.and an industry-favoring govern- 


ment vitally interested in helping 


business grow in South Carolina. 


Whate ve? you make . le t us prove vou 


can make it forlessin South Carolina. 


for informatior contact: Walter W. Harper 





Director. Box B-7 


and 
divots 


South Carolinians play golf the year 
around on excellently-kept greens 
within minutes of their busy cities 

or on fabulous resort courses 
overlooking the naturally 


mild 


sed. A 


climate averaging 295 


Siuv- 
shiny days a year from he? moun- 


tains to her seashore makes Sout] 


Carolina a healthy, happy plac: 
in which to play or work. Tennis, 
sailboating, hunting, fishing, and 


horserecing are other year-round 


sports for which she is 


Whate er 


famous. 
your favorite recreation, 


let us prove you can en joy it more in 


SOUTH CAROLINA 


South Carolina State Development Board, Columbia, S. C 








[he traditional factors of 
production do 
the level of production in a static 
economy, and 


analyses 
indeed determine 
moreover, econo- 
mists have not ignored the role of 
entrepreneurs in the productive 
processes But, let’s not confuse 
production in a static situation with 
dynamic economic growth. To im- 
ply backward, classical thinking on 
the part of economists ignores the 
many contributions made to growth 
theory since the Keynesian revolu- 
tion. 

The great majority of economists 
appreciate the effects of technologi- 
cal innovations on growth, and | 
am sure will welcome the work 
of Fabricant, Solow, and Wassell 
because advancing technology has, 
to date, been virtually 
to measure 

To state that “it’s what makes 
productivity grow when you aren't 
investing anything more in plant 
and equipment to make produc- 


impossible 


tivity grow” doesn’t make sense 
unless by technology the. article 
means Only cost cutting innova- 


tions that do not require expendi- 
tures 
of technological 
itself felt in the 
when investment is undertaken to 
put it into use, and 
undertaken de- 
pends on many more factors in ad- 


It seems to me that the bulk 
advance makes 
economy only 
whether or 


not investment Is 


dition to the mere existence of new 
innovations and inventions 

KENNETH T. CANN 
BLOOMINGTON, IND 


e Of course, we agree—and said 
so. The Pattern concluded: “To 
stress the role of technological ad- 
vance is not, of course, to deny that 
its impact upon the economy works 
through the investment process. 
New knowledge generally doesn’t 
begin to operate until it’s embodied 
in new investment: Knowing how 
to automate an assembly line won't 
do much for the economy until you 
invest in the new equipment.” 


Dear Sit 


Your article is truly the idea- 
man’s or the inventors’ Bill of 
Rights 

Technology is indeed the key to 


increased output and_ increased 


profit Witl 


as indicated Vy 


such firm evidence 


your article the 
inventor no longer need take three 
or four per cent of the net whole 
sale selling price for his idea but 


| 


is more entitled to fif 


propel 


teen per cent. Even fifteen per 

cent is still substantially less than 

the capitalist gains for his risk 
CARL | 


LAFAYETTE IND 


BOESTER 
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WHAT'S SO “NEW” ABOUT COMPRESSION STRAPPING? 


ESTE: nnd. 




















Acme Idea Man J. F. Kelly (left) views Idea No. 83-63, which be | 
helped develop, at The Northwest Paper Company, Cloquet, Minn. 
Perfecting methods to keep packaged paper tight and square, without 
bowing skid tops, has been a project of Acme Steel for years. And here’s 
proof that it’s paying off. 

An Acme Steel Strapping Press and Fully-Powered A4 Steelstrapper 
have eliminated loosening of strapping due to trapped air leakage be- 
tween stacked sheets. Result: perfect skids that stay secure and square. 

If stack misalignment and creeping packaging costs are pinching 
your profits, put Acme Steel’s proved experience to work. Call your local 
Acme Idea Man, or clip the coupon for full facts. 


ACME STEEL COMPANY 
Acme Steel Products Division 
Dept. BFS-90 

135th St. & Perry Ave., 
Chicago 27, Ill. 


Please send me Idea No. 
$3-64 and examples of how 
major companies in my field 
use Acme Steel Strapping. 





Name 


IDEA LEADER IN 


STRAPPING 


Title 
Fic emntiiniipeimeunmeniminiimimia 


PO Ce 


—_— ee 1 


City. 











— 
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If you’re a housing developer,contractor, engineer 
eeethe name Smith & Loveless is a familiar one. 


We’re the largest manufacturer of factory-built sewage 
lift stations in the world. 


Our installations have proved their efficiency all 
through the United States, as well as in Canada and 
Alaska—in municipal sewerage systems, suburban 
housing and indsstrial developments. 


The Smith & Loveless station is completely factory- 
built and factory-tested ...a fully equipped, easy-to- 
maintain underground pump room with conditioned 
air. Ready to install in a single day. Automatically 
lifts the sewage flow from one level to another... 
inconspicuous, quiet, trouble-free. And more econom- 
ical than building a station at the site. 


Another extraordinary Smith & Loveless development 
is the “Oxigest’’. A sewage treatment plant for small 
subdivisions, motels, schools. This factory-built unit 
fills a vital need in areas where it is impractical or 
impossible to connect with municipal sewer lines. 


if there is a sewage problem in your area, or in the 
one you plan to develop, talk to us. During the past 50 
years, the Union Tank Car Companies have treated, 
stored, produced, or converted almost every kind of 
fluid. And our water-softening, storage and condition- 
ing services meet the important needs of consumer, 
community, and industry. 


Smith & Loveless is one member of the Union 
Tank Car group of companies, each serving 
industry in a host of specialized ways. 





Graver Oii & Gas Equipment Co. +» Graver Tank & Mfg. Co. + Graver Water Conditioning Co 7 ~N N K Cz 7 FR 


The Lindsay Company +» Phoenix Manufacturing Company « Products Tank Line of Canada, Ltd. 
Refiners Transport & Terminal Corporation - Smith & Loveless + Union Overseas Company Cc Oo NA -e Ft | i E Ss 


Union Tank Car Company 228 North La Salle Street, Chicago 1, Illinois 





C-E MEASURES THE MERITS OF IDEAS 


At Combustion, research guides the design of every product and is at the 
hub of every area of operation. It is a company policy, the premiums of 
which are paid for in the time and talents of many skilled and experi- 
enced specialists. Their purpose—to find a better way. Their goal—to enable 
Combustion to provide the most efficient, the most reliable and the most eco- 


nomical steam generating and fuel burning equipment available anywhere. 
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.- WITH RESEARCH 


Research activities at C-E range from studies of the nuclear char- 


acteristics of the atom and the chemistry of the molecule to the 


development of methods and materials, the test of metals and the 


operation of test boilers and nuclear reactor systems. Research, knowl- 


edgeable and in depth, is your assurance that C-E products are thor- 


oughly engineered, are dependable and are as modern as tomorrow. 


study of fuels and fuel burning systems, water, steam and com 


. THE KREISINGER DEVELOPMENT LABORATORY is used for the 


bustion gases. It contains several test boilers, among them a 
large Controlled Circulation unit capable of operating at 2000 
pounds pressure and a super-critical pressure boiler designed 
to produce steam at 5000 pounds pressure and 1200°F. This 
laboratory is one of eight C-E research facilities which, together, 


total more than four acres under roof. 


an ’ a> 


THIS ADVANCED 
CRITICAL FACIL- 
ITY is one of two 
zero power nucle- 
ar reactors used 
by Combustion for 
test and experi- 
mentation 


THIS METALLURGY LABORATORY 
tests material strength at high tem 
peratures with these creep-rupture 
machines. 


THIS CHEMISTRY LABORATORY 
uses a battery of test furnaces to 
study the causes and effects of cor- 
rosive substances in combustion 
gases. 


THIS PHOTOELASTIC LABORATORY makes plastic models of various 
kinds of pressure vessels and loads them to simulate actual operating 
conditions. Using straining frames and polariscopes, it analyzes the 
stress patterns locked in the plastic to determine suitability of design. 


THE COMPUTER CEN- 
TER is used for many 
kinds of research work 
C-E utilizes both digital 
and analog computer 
systems. 


COMBUSTION ENGINEERING [J 


General Offices: Windsor, Conn. + New York Offices: 200 Madison Ave., New York 16 C.281 


ALL TYPES OF STEAM GENERATING. FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTORS; 
PAPER MILL EQUIPMENT, PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIPE. 
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New kind of TELE-PROCESSING* SY ': IBM 


send and receive information 


handling of the message 








NOW 
IBM 1401 


DATA PROCESSING SYSTEMS 
“TALK” TO EACH OTHER 
LONG DISTANCE— 
MEMORY 
T0 
MEMORY 


This machine-to-machine transmission saves tin effort 

improves accuracy. The versatile 1401's card and t ilities 

can be used for input and output. The 1401's hig printer 
) may serve as output. The transn 

up with other sending and receiving equipme d for 


IBM TELE-PROCESSING systems. 
This expansion of the 1401’s capabilities make ible a 
fast flow of information into the home office from a wide net- 
work of field installations. Business and scientific ors 
can make profitable use of this new advance for 


nizations 
h applica- 


IBM. TELE-PROCESSING 


; 
when it 


tions as accounting, inventory control, engineering, production 
scheduling and sales communications. 


CAN AN IBM TELE-PROCESSING SYSTEM HELP YOU? 
Business information is useful only if it can be acted up 
TELE-PROCESSING ere 
ed. With years of data transmission experience 
IBM can | your business data more useful. Ask your IBM 
representative about the advances in TELE-PROCESSING 
tems and what they can do for you. Data Processing Div 
International Business Machines Corporation 
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What 3 things 
do these parts 
have in common? 


They perform better. Yet they cost less. And they are 
all molded of plastics. 


The exhaust fan blades have a molded-in metal bearing, and 
are unaffected by corrosive fumes. The washing machine filter 
not onlv costs less to make, it also licked a rust problem. 

The one-piece phonograph spindle cap simplified a complicated 
assembly, while maintaining tolerances of + .003 and —.000. 


The jewelers’ screw driver, the pistol grip tool handle, the 
dryer control panel, and the milk bottle handle are al! 

low cost product improvements, made possible by the 
ever-widening choice of plastics materials and the growing 
efficiencies of custom molders. 


Think of the custom molder of plastics as the “manufacturer's 
manufacturer.” His engineering staff measures the product 
for plastics. His tool-makers build the master molds to close 
tolerances. His manufacturing facilities produce the most 
complex parts with consistent quality, at rates to meet 

the tightest schedules and budgets. 

Monsanto, supplier of plastics molding compounds to leading custom 
molders, has prepared a special report on “How To Buy Custom Molded 


Plastics.” Write for your free copy to Monsanto Chemical Company, 
Plastics Division, Room 710, Springfield 2, Mass. 





MONSANTO PACE-SETTER IN PLASTICS 
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Electro-Motive Peaking Plants 


New MU-100 plant 
$82 per KW, F.0.B. 
Electro-Motive Factory 


For those utilities seeking higher capacity peak- 
ing power, the new Electro-Motive 10,000 KW plant 
offers low investment per KW (as low as $94 per KW 
installed at site) plus new operating and control fea- 
tures not found on other types of equipment. 


Highly flexible. The MU-100 may be utilized in 
peaking, reserve or area protection applications. It 
may be remotely operated by a variety of methods 

automatically by voltage or current sensing devices, 


and by supervisory control such as leased telephone 
line or by carrier current. Self-contained design per- 
mits location at the step-down substation serving the 
load. Installation is simple and inexpensive, and the 
plant may be moved at any time to match changing 
load conditions. 


Future expansion flexibility. Smaller Electro 
Motive plants (2,000, 4,000, 6,000 and 8,000 KW) can 
be installed now with control equipment in place to 
expand later up to 10,000 KW. 

By taking advantage of this plan-ahead feature, 
additional KW capacity can be added later for less 
than $75/KW installed. For example, total end cost 
for uprating from 2,000 KW to 8,000 KW is the same 
as the initial cost for an 8,000 KW plant. 


New controls. The plant control contains many in 
novations which further extend flexibility. The plant 
may be operated remotely at various capacities to 
match load conditions. Each generator produces 
2,000 KW —and each may be operated individually or 








now available 


in any combination. Thus, the plant will provide 
2,000, 4,000, 6,000, 8,000 or 10,000 KW. With selective 
control a block of power is always available—even 
during maintenance. 


Fast start. From a cold start, the MU-100 is on line 
carrying load in less than three and one-half minutes. 
A spinning reserve start has been designed into the 
plant which reduces starting time to a minute and 
a half. 

With the addition of the MU-100 to the Electro- 
Motive line, the most complete range of capacities is 
available in specialized peaking equipment. Thus it 
is possible to match capacity to need for the most 
efficient operation and lowest investment. An increase 





up to 10,000 KW 


in demand is handled by expanding the plant— 
low incremental cost—with additional generating 
components. 

An analysis of utility peaking needs will reveal 
the savings possible with the application of Electro- 
Motive equipment. Ask the Electro-Motive repre- 
sentative for information. 


ELectTrRO-MOTIVE DIVISION 
GENERAL MOTORS .- LaGrance, iLuinois 


Sales-engineering offices: Chicago, New York, St. Lovis, San 
Francisco 


In Canada: General Motors Diesel Limited, London, Ontario 


& & UD Ve Vee 


MU-20 2000 KW Diese! 
MU-14DF 1000 KW Dual-fuel 


MU-40 4000 KW Diese! 
MU-28DF 2000 KW Dual-fuel 


MU-60 6000 KW Diesel 
MU-42DF 3000 KW Dual-fuel 


MU-80 8000 KW Diesel 


MU-100 10,000 KW Diese! 
MU-56DF 4000 KW Dual-fuel 


MU-70DF 5000 KW Dual-fuel 
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HOW Gégeetezes HELPS... 


QUENCH A SUMMER THIRST 


Your summer picnics will be more de- 
licious when you keep your drinks in 
Aladdin’s new Dura-Clad vacuum bottles. 
Molded in one piece with Pro-fax®, 
Hercules polypropylene, its design per- 
mits you to keep your drinks piping hot 
or frosty cool. The jacket’s Pro-fax con- 
struction makes it crack-proof and re- 
sistant to stains, scratches, and heat. The 
unusual “Pitcher Pour” handle feature 
makes it safer and more convenient to 
handle. 





BEAUTIFY CLASSROOM FLOORS 


The extreme durability of solid vinyl and 


vinyl-asbestos floor tile is just one of the 
many reasons for use in classrooms and 


other institutions. Despite heavy traflie and 


hard usage, vinyl flooring retains its color 
requires a minimum of care, and holds a 
constant gloss throughout its long service 


life. All of these end-use advantages are 
maintained when vinyl flooring manufac- 
turers use Neolyn® resin modifiers made by 
Hercules. And to the vinyl floor tile manu- 
facturer, a Neolyn resin in the product 
means ease of processing, improved colot 
stability, and an economical way of reducing 
binder content or increasing low-cost fillers 
without impairing the surface of the tiles. 





HERCULES POWDER COMPANY 


900 Market Street, Wilmington 99, Delaware 





CHEMICAL MATERIALS FOR INDUSTRY 
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More and more people are asking: “When’s the upturn coming?” 


You get about as many shades of opinion as there are people willing 
to guess (page 30). But a few observers are beginning to admit they can’t 
see a rise of even normal seasonal proportions this fall. 


Those who hope or believe that the remainder of 1960 will show real 
improvement—or that the worst will be over before we are far into 1961 
—place a good deal of faith in easier money. 


Beyond that, there is the tendency to expect autos to give the economy 
a lift this year with housing helping out by next spring. 


A good guess on auto output for the fourth quarter—if one has to be 
made right now—would be 1.7-million cars (page 23). 


That would be big for the time of year—a little higher than the last 
quarter of 1950 and surpassed only by 1955’s last three months. 


But, then, Detroit is thinking big, at least for now. 


Production of 1.7-million cars in the final quarter would make 1960 
a very respectable auto year with a total of 6.7-million. That would nose 
out 1950 for second-best year. 


More important than records or near records, though, is the fact that 
this might just do an up-by-the-bootstraps job for general business. 


It hardly needs saying that such activity in autos would do a lot for 
demand in steel, rubber, and other raw materials as well as in plants sup- 
plying the auto makers. And it would fan out in employment. 


Here’s the biggest danger in trying to predict either output or sales 
of automobiles right at this time: 


What happens over the rest of this year—and perhaps in 1961 as well 
—depends on clearing the decks of the old models now. 


A 


Nearly all auto makers are giving dealers cleanup bonuses now; few 
are under $75 and some run to about twice that. 


And the number of cars to be sold is hard to pin down. For example, 
dealers told Detroit that only about 425,000 cars were sold in July; yet 


actual registrations, when the total is in, probably will be just about 500,000 
for U.S.-built cars. 


Not all cars are registered in the month when they are sold, it’s true. 
But it’s also true that sales bunch up unrealistically during contests; some 
July “sales” may have been hurried into June to make that month look 
good—or saved over for August. 


Disappointing retail sales in July, particularly in hardgoods, raised fears 
among business analysts. Belief that the consumer was bulwarking the 
economy was shaken by the figures. 


But the Commerce Dept. flash estimate of retail sales has to depend 
on things like how many cars dealers say they have sold. 
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Thus if the July reports on auto sales suffered from fudging, then the 
consumer may have been doing better than he’s given credit for. 


onium j 
Looking for a quick upturn in housing probably isn’t realistic. 


Actually, mortgage money is a little more plentiful. But you'll have 
to do a lot of hunting to find any place where it is cheaper. 


Under the circumstances, buyers looking for better deals are likely 
to be disappointed and builders aren’t encouraged to take chances. 


Right now, homebuilding is disappointing even to those who never did 
expect too much of it this year. 


The July slump in housing starts, to a level 10% below June’s seasonally 
adjusted rate and 26% behind a year ago, was a shocker. 


And if last month’s seasonally adjusted annual rate of 1,173,000 starts 
doesn’t look low to you, you’re probably still thinking in terms of the old 
figures based on a different method of estimating. On the new basis, July’s 
annual rate for starts last year was 1,546,000. 


Housing starts have been sliding now, with only minor interruptions, 
for some 16 months. For a year, it has been more a dive than a slide. 


This raises an old bugaboo. Have we finally made up the homebuilding 
deficits of all those lean years from 1928 to 1946? Are we now in a lull 
until all those postwar babies start coming of marrying age (a rush that 
won’t really start until 1964 and 1965)? 


If we are, you needn’t count on housing to help pull us out of the next 
recession; rather, real estate problems will worsen it. 


Housing’s background has been changing, without question. The short- 
age of earlier years no longer exists. 

This shows up in the vacancy rate of more than 7%, nationwide, on 
rental units (though that rate is an exaggeration, in a sense, as many units 


haven’t running water and some aren’t year-round homes). 


Here’s another slant on the housing supply: The Census Bureau listed 
nearly 58.6-million housing units in the inventory this spring, up from 
46.1-million in 1950. 

We have 52.6-million households now, which means there are 11% 
more housing units than households. In 1950, there were 43.6-million house- 
holds, and housing units outnumbered them by not quite 6%. 

Here again, many of the housing units counted aren’t up to snuff. 
But surely the bitter edge is off the housing shortage. 


Construction work, over-all, continues to point downward. 


August’s annual rate for work put in place is estimated at $5414-billion, 
down about $400-million from July and more than $3.2-billion behind the 
same month last year. Most of the slump, of course, stems from the sharp 


decline in homebuilding. 
Contents copyrighted under the general copyright on the Sept. 3, 1960, issue—Business Week, 330 W, 42nd St., New York, N. Y. 
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STEEL! 


Experience counts... and Jessop has it 


There is no substitute for experience in making 
steel for the reactors of nuclear submarines like the 
Nautilus, the Skate and the Polaris-firing George 
Washington. Jessop’s activity in nucleonics dates 
back to the early days of the Manhattan Project. 

To , Jessop’s still at it—continuing research, 
improving techniques, piling up experience in making 
sophisticated steels to harness the atom. And Jessop 
is out front in other steelmaking fields too 

Whether you use heat- or corrosion-resistant stain- 
less steels; abrasion- or shock-resistant steels; non- 
magnetic or precision ground steels; high speed, 
cast-to-shape, clad or alloy steels, you can be sure of 
the quality—and service—you'll get when you do 
business with Jessop. 

In quality steelmaking experience counts, and 
Jessop has it. Call a Jessop sales office in any of 23 
major cities of North America and discuss your needs 
for specialty and alloy steels. 


Jessop Steel Company 
Washington, Pennsylvania 
Plants and Service Centers: 
Washington, Pa. ¢ Los Angeles e Chicago e¢ 
Detroit e Owensboro, Ky. e Wallaceburg, Ont 
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LABELS OF ALCOA ALUMINUM catch the cus- 
tomer’s eye, and hold it ... give instant product 
identity .. . instant sales... simply outshine your 
competition. From cosmetics to candy, aluminum 
labels impart to your product that “look of quality 
and value” ...these are labels that glisten with sell 
..- go right on selling even after the purchase is 
made. Anywhere, aluminum foil labels stand out 
... Stay bright ...stay on. And, attention-getting 
foil labels can boost your product intoa higher sales 
bracket. We invite your inquiry. Aluminum Com. 
pany of America, Box 1665-J, Pittsburgh 19, Pa. 
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Better Packaging 
ALCOA ALUAINUM 





Foil Packaging 


Put Alcoa’s up-to-the-minute aluminum packaging services to work for you. We create new designs, 
check costs, answer questions on anything from appearance to performance. We offer you full- 


scale research facilities . . . merchandising and marketing data . . . the most sales 
approach in the industry. All mobilized at Alcoa to help you design it... apply it 
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1950 


Dota: R. L. Polk & Co. . 


1952 


BUSINESS WEEK Estimate 


1954 1956 


1958 1961 


1960 


©susiness wEex 


This Year Good, Next Year Lower 


(he forecasts in the charts above mav 
look pretty grim to some people—but 
they shouldn’t. Auto sales this vear 
could still be the second best in historv: 
and.even if they should drop some next 
vear, it still is a good year any time 
Detroit and its dealers sell more than 
6-million automobiles. 

\s of now, the outlook this vear is 
for sales of domestic cars to go no 
higher than 6-million, and for imports 
to be under 500,000. That’s about in 
line with estimates made last spring, 
but it’s far below figures that were being 
kicked around at about this time a year 
igo. All the same, for domestic cars, it 


r last vear 
¢ Work Ahead—Evervone expected im- 
ports to fall off this vear, though few 
foresaw the size of the drop. But retail 
sales of U.S.-made cars were doing fine 


is a 10% increase in sales ove 


until July, when they fell nearly one 
third below the June figure. They stag- 
gered part of the way back up in Au 
gust, but even so, dealers will have to 


hustle Vhev' ll have to sell nearly 
1.9-million cars in the last four 
months to reach 6-million for the vear. 
That’s not impossible, but it has seldom 
been done in the past 

It is even difficult to see how the 
industry can absorb fourth-quarter pro- 


new 


duction of 1.7-million, let alone the 
higher figures being talked officially. 
If the estimates in the charts prove neat 
the mark, dealers will end {960 with 
800,000 to 1-million new cars in stock. 
¢ Higher Sights—There are 
mighty capable people in Detroit who 
think the BUSINESSS WEEK estimates are 
low. This week, E. N. Cole, vice-presi 
dent of General Motors and general 
manager of Chevrolet, was talking about 
1960 sales of 6.8-million, including im 
ports. And the industry’s present pro 
duction estimate for the fourth quarte: 
is 1.9-million. 

But that production figure is 


some 


irti- 
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ficially high. There are at least eight 
new car models coming out, and their 
manufacturers will schedule heavv out 
put to test the market. For any car that 
isn’t booming, the spigot can be turned 
off fast. Steel mills report the auto in 
dustry is ordering only 30 days ahead- 
1 hand-to-mouth basis compared to the 
45 to 60 davs’ time that once was al- 
lowed 

e Eves on 1961—The outlook for auto 
sales in 1961 is tied to the national 
economy; in the long pull autos always 
follow the gross national product. It 
takes a boom vear, such as 1950 or 
1955, to send auto sales through the 
roof. There’s no boom in sight for 
next year. Sales of around or better 
than 6-million new cars in a soft or 
delicate economy would be quite an 
ichievement. 

Never since the end of the war have 
iutomobile sales risen three vears in a 
TOW. 

Nevertheless, General Motors sees 
much better vear ahead. In showing his 
new cars to the press this week, Cole 
gave GM's official forecast: “Car sales 
to reach as high as 7-million,” including 
imports. American Motors Corp.’s Pres. 
George Romney has so far refused to 
guess at next year’s total market. The 
only other auto executive at bat so far 
is Studebaker-Packard Pres. Harold FE. 
Churchill. This week, he reluctantly 
estimated 5.9-million to 6-million U. S.- 
made cars for 1961 
¢ Twice Shy—There’s at least one good 
reason for the auto executives’ wariness 
on predictions. ‘Toward the end of last 
vear, in their enthusiasm over the na- 
tional economy and their new smaller 
cars, the auto manufacturers were mak 
ing such forecasts of the total market as 
will reach and probably exceed 7-mil- 
lion” (Chrysler); “7-million” (Ford); 
in the area of GM); “7- 
million to 7.5-million” (American Mo 


7-million” 


tors): “a minimum of 6.5-million” 
(Studebaker-Packard). (BUSINESS WEEK 
went along with the crowd: 6.75-million 





4 LOT OF RESTYLING, as in this sneak shot of a 1961 Plymouth, is one of the 


domestic, plus 500,000 imports for a 
7.25-million total.) 

As the vear dragged on, everyone 
backed away from these peak estimates; 
in several speeches throughout the vear, 
Ford’s marketing research ‘manager, 
Robert J. Eggert, has stuck to around 
6.7-million. 
¢ Miscalculations—A 
things went wrong with the original es 
timates. 

It was assumed that the steel strike 
had switched a substantial number of 
purchases out of 1959 into 1960: but 
there’s nothing to indicate that hap- 
pened. Detroit thought inventory re- 
building after the steel strike would 
carry over into the third quarter. In- 
stead it just about ended early in the 
second quarter, and the total economy 
turned mushy. 

Sales fell off more sharply than an- 
ticipated for imports, and for some 
standard cars such as Ford, Oldsmobile, 
and Pontiac, And the news that there 
would be more compact cars to choose 
from this fall—disclosed by the manufac- 
turers officially as early as April—may 
have postponed some buying. 

Now, as the auto man gives his crvs- 
tal ball its annual polishing, he sees 
some of those factors still present in the 
market for the 1961 model veat 


combination of 


|. The Pluses 


Obviously, the auto people are find- 
ing more factors to encourage them 
than to discourage them. 

New models. At the top of the list 
of plus factors is what is called “new 
model stimulus.” That has a double 
kicker this vear. The standard cars in 
most lines have been thoroughly re 
worked, including a new Lincoln Con 
tinental, a new ‘Thunderbird, and a re- 
design of the Chrvsler-built cars such 
as the 1961 Plymouth (below). ‘Then 
there are five new compacts: Buick, 
Oldsmobile, Pontiac, Dodge, and Stude- 
baker. The Rambler American has been 


things behind Detroit's optimistic sales forecasts. 
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Passenger car production 
U.S. plants, by quarters 


1960 .. 

Ist .........2.0 million 
2nd ........1.8 million 
3rd ........1.2 million 
4th ........1.7 million 
196 

Ist .........1.8 million 


Cate: Nine Months of 1960, 
Werd's Aviomotive Reports; 


© we . 
All Others Are 8W Estimates > ROSIN ESS: WEEE 


i 

completely restyled here are new 

bodv stvles in the original ymMpact 

cars. . 
I'he auto industry alwavs counts hea\ 

ily on creating excitement, and the great 

variety of 1961] cars should do that if 


nothing else Many peopl in Detroit 


believe that the real reason 1960 isn’t 
going to be the biggest vear in hist 


is that the industrv created excitement 
ind then couldn’t furnish the cars be- 


fore the prospects cooled off 

Car age. Next of the plus factors 
could be the age of the cars now in us 
\ccording to M. C. Patterson, Chrvsle1 
vice-president and general manager of 
Dodge, 26.7-million cars on the road 
are more than five vears old. This is 
one of the reasons he expects a “good 
vear; and he could be right 

Manv of these older cars likely 
second cars in a family. When continual 
repairs to thes irs are measured 
against a presumably trouble-free com 
pact selling at around $2,000, there 


powerful urge to bu 
Price, Pampering that urg \ 


the prices of the 1961 cars. There 
certainly an effort to hold the line on 
prices, and at least one popular make 
going to cut prices noticeably 

National economy. Detroit doesn’t 
sce invthing rastic happening t th 
national economy. Certain segments of 
it will be minus« is far as the aut 
companies are concern But auto fo 
casters unt ica redit in their { 
VOI And iuto ilesmen iT¢ 
please Uh lon't insist } 
they just want th yen to thin 


evervthing 


ll. The Minuses 


they spell g it 
million ret to men at | 
Chrvsler as well as at GM. 
are dissenters, for th 
some clement Dp nt 

Ihe first and t important 
minuses f 1 9¢ tl ition 
mn t | 
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around the country this week (page 30), 
BUSINESS WEEK found none who expects 
business to be better next year, many 
who look for a drop. 

The other minuses are to be found 
in the auto industry: 

Used cars. The used-car market has 
shown a little more strength in recent 
weeks. But it is not healthy, because 
it is going to take a long time to re- 
establish a price structure accommo 
dating the compact cars. And the mar- 
ket is about to take another jolt with 
the new compacts for 1961. 

Labor contracts. The automobile in 
dustrv’s labor agreements come up fot 
negotiation next summer, with contract 
runouts at the end of August. Ther« 
are bound to be some work stoppages 

there always are, and any strikes 
that interfere with the production of a 
fast-selling car can be a drag on total 
sales as well as on production. 

Imports. Even one importer who 
has everv reason to be optimistic, C. H 
Hahn, vice-president of the Volks- 
wagen-America, sees imports falling to 
not much more over 400,000 in 1960. 
He thinks they will bounce up som« 
what next vear. Others are more skep- 
tical. Studebaker-Packard’s Churchill, 
who Mercedes in this country, 
says, ““There’s going to be a continual 
depreciation in sales of imports.” 

Inasmuch as this vear the only im 
ports with proven strength have been 
Volkswagen, sports cars, and low-vol 
ume specialty makes, the importers arc 
going to have to work to get up to 
400.000 next vear 


sells 


Ill. Bright Spot 


Che only unarguable outlook for the 
auto market in 1961 is the prospect for 
sales of compact cars: It’s fine. Be- 
fore the end of next vear the smaller 
vehicles are expected to be taking one- 
half of the total market. The number 
of compact cars available could very well 
be the real strength of 1961’s auto 
market. 

It is also unarguable that except for 
the new compact cars this year from 
General Motors, Ford, and Chrvsler, 
the domestic sales figure would not be 
up there where it is, headed for a 6- 
million-car domestic sales vear. 

For instance, only sales of about 
250,000 Corvairs will push Chevrolet 
this vear to an all-time record. In a year 
when the total market is about 10% 
above last vear, compact sales are going 
to be more than double the figure for 
the compacts in 1959. 

It is mainly because of the additional 
number and variety of smaller cars that 
some Detroit people feel so confident 
about 1961. And history doesn’t bother 
them in the least. Says a man at 
Chevrolet: “Breaking records is our 
business.” 
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More Breadwinners Idled 


Much summertime unemployment is 
unemployment only if you accept as 
realistic the official definition: looking 
for work, but without a Thus, 
much of the present officially reported 
unemployment represents youngsters 
who would like to have jobs, are looking 
for work, and haven’t found it. How 
many of them actually need to work is 
another matter. 

The chart above, on the other hand, 
takes in only those unemployed 
workers who ordinarily would be more 
or less regularly employed—employed 
enough of the time to have built up 
eligibility for unemployment compen- 
sation when they are laid off. They are, 
generally speaking, vear-round bread- 
winners (for themselves, at least, and 
probably for a family). Unemployment 
among these workers is a more serious 
problem than among seasonal workers 
such as out-of-school teenagers 
¢ Running Higher Now—Compensated 
unemployment sinks, characteristically, 
throughout the spring as out-of-door 
work opens up and general activity rises 
seasonally. The bulge in the first week 


job. 


in July is, in a sense, technical and arti- 
ficial: Vacation season finds a few who 
aren't entitled to paid vacations joining 
the compensated unemployed momen- 
tarily, while a new quarter's wage credit 
becomes available to those who had ex 
hausted their eligibility during the pre- 
vious quarter (but who, being still un 
employed, enjoy a new “entitlement” 
in the new quarter). 

As the chart shows, compensated un- 
employment ran below a year ago 
through the month of February but has 
been Gist ever since. 

The difference results largely from 
two factors: 

e¢ This year’s listless _ business. 
Manufacturing usually provides jobs 
for a fairly large portion of all those en- 
titled to unemployment compensation; 
this year, manufacturing employment 
declined. 

e Last year’s very active business, 
particularly in manufacturing, as indus- 
try stocked up for the expected steel 
strike. (Employment in factories in July 
this year was 160,000 less than a year 
ago.) 
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Winkie plays pinball game... 


Japans 


his week in Tok 1 little black 
faced, inflated vinyl doll is winking at 
passersby from ery conceivable place 
ind position s Winkie 
biggest craz¢ Japan sinc 


hula hoop hac hort but \ 








ported, popularity in 1958 

Nobod\ 
Winkie’s manufacturers 
Products Mfg. Co is turning 
out the dolls t ! it vf 20,000 
dozen a 
running 
Domestic 
rate of 2, 
October Tak 
the doll to W A 
Merchandising fo1 
¢ “Negro Boom” 
is the latest in th 
“Negro” n th 
films and “Funk 
meaning 
Harry Bel 
singer, had 
and Osaka 
report that 
show wa 
paid a foreis 


> 
- 


7 a Crs are no 

* 4 } } 

. Cal CIrcies 
‘ ? 


3 | a up for th 
AF aw sf the U.S 
WINKIE’S WINK is the result of a plastic eye with an eyeball and eyelash painted on win opera 


underside. The toy’s arms turn inward, so it can be attached to an object. Winkie was the Negro 
inspired by the Australian koala bear, which clings to trees in the same way broke all r 


26 BUSINESS WEEK e Sept. 3, 1960 





... directs traffic on the Ginza 


Winkie Doll 


Toshio Wakabavashi, ‘Takara de- 
signer who worked out the idea for the 
doll, says he gambling on the 
Negro boom when he started produc 
tion in April. Ironically, he 
violates two tabus of the Japanese and 
U.S. tov industries: Never use human 
characteristics for a teddy bear-like toy, 
and never use black. 

e Half Human—Actually, Winkie is 
onlv half human. Wakabavashi was in- 
spired by the little Australian koala 
bears that turned up for the first time 
last summer in Tokvo’s Ueno Zoo. He 
designed the arms so they pull inward 
ind thus the light tov can be attached 
to almost anything. This clinging char- 
icteristic seems to account for as much 
of Winkie’s appeal as his black fac 

Winkie’s wink is the result of a 
plastic eye with an eveball and an eve 
lash painted on the underside. When 
it is turned in the light, one eye or the 
other alternately gives a winking effect. 
¢ Production Problems—Demand for 
the doll has been out of all propor- 
tions. Originally it sold for 180 yen, o1 
But a black market has 
up, with Winkies selling for as much 
is $10. 

lakara can’t boost production more 
to meet demand because of its relatively 
small plant facilities. Its only hope is 
to invite other members of the Japan 
[oy Manufacturers Assn. to produc 
the doll under license from Takara 


Was 


Says, it 


50¢. sprung 
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. strolls with smart set. 


Sets Off a New Craze 


... drops into a Tokyo bar... at 


DEPARTMENT STORES are unable to keep up with demand, now ration one hour dur 


ing one day a week to sell the dolls. Winkie will invade the U.S. via Woolworth’s this fall 


s 
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Ground Rules Set for TV Debate 


@ Nixon and Kennedy will face each other on the 


TV screen three and perhaps four times. 


@ Agreement was reached this week by negotia- 


tors from both parties, after weeks of argument on details. 


@ Opinion is divided on which candidate will benefit 
most from the face-to-face TV appearances, but this seems 


certain to be the campaign pattern of the future. 


Television will bring U.S. voters a 
“first’” in political history this year— 
the Kennedy-Nixon debates—that may 
well determine the outcome of the 
clection. 

The two candidates are approaching 
the event with both confidence and 
fear—each confident that he will acquit 
himself profitably, each fearful that 
a goof or a gaffe could spell disaster. 
Networks estimate that upward of 50- 
million people will be watching what 
might be called everyman’s Lincoln- 
Douglas debate. 
¢ Agree on Schedule—After weeks of 
negotiation between staff aides, both 
sides met with network officials at the 
Mavflower Hotel in Washington this 
week to set up the schedule. They 
agreed on these dates: 

Sept. 26—Live, face-to-face debate 
from Chicago on domestic policy, 9:30 
to 10:30 p.m. EDT 

Oct. 13—-A “Meet The Press” type 
program with both candidates and three 
or four newsmen, using a split-screen 
technique ‘with one candidate on the 
West Coast and the other on the East 
Coast. (Time has not vet been set.) 

Oct. 21—Live, face-to-face debate 
from New York on foreign policy, 10 
to 11 p.m. EDT. 

There may also be another news 
panel show Oct. 8 if the three networks 
can work. out an agreeable hour. Both 
candidates are willing to have this 
fourth appearance 

The negotiations were a_ three-way 
affair, with the networks offering in 
advance to make every possible effort 
to provide time in whatever slots the 
candidates decided upon between them- 
selves. 
¢ Network Arrangements—Networks 
originally offered eight hours. Both 
candidates agreed to such appearances, 
and it might have seemed a simple thing 
to work out the arrangements. But 
negotiations took weeks, and many de- 
tails remain to be ironed out. 

The touchiness of the negotiations 
was concrete evidence of how critical 
both sides consider these debates to 
be, when the latest Gallup Poll is 
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showing the two candidates evenly di- 
vided, 47%-47%, with 6% undecided. 
Actually, both candidates figure there 
is a larger undecided vote than that. 
* Debating Fine Points—Details of the 
program arrangements could have im- 
portant effects: how the debates are 
managed to give each equal time and 
prominence, who the interviewing news- 
men will be, whether candidates shall 
use notes, whether there is to be a 
live audience, how many shows there 
will be and how close to Election 
Eve. 

The negotiators argued heatedly 
through four sessions. From what could 
be learned, the Kennedy side wanted 
five shows, running up to within a few 
days of Election. The Nixon side 
started out talking about five at the 
first meeting in New York, four at the 
next, three at the next, and finally set- 
tled on “three or four.” 

The Oct. 21 cutoff date is reportedly 
the latest date the Nixon forces would 
agree to. Klein told a press confer- 
ence afterward that it would be im- 
possible to arrange a date after Oct. 21 
when the two could meet. There. also 
will be no studio audience that might 
serve as a “stacked” cheering section. 

Both sides agreed that the debates 
must be live. Although they will be 
taped for delayed broadcast on the 
West Coast, nobody will edit the tapes. 
Selection of newsmen for the panels 
is to be left up to the networks. 

The Kennedy side apparently was 
ready to agree to the condition Nixon 
laid down in advance that no text o1 
notes could be used. But the negotia- 
tors declined to say whether final 
agreement had been reached on that. 

All sides, including the networks, 
concurred in a “no sponsorship” policy. 
The shows will be hour-long units. 

Negotiators for the three sides were: 

For Kennedy, staff aide and speech 
writer Ted Sorenson, and Leonard 
Reinsch, campaign radio-T'V director 
and manager of the Democratic Con- 
vention in Los Angeles. 

For Nixon, staff TV aide Ted Rogers 
(former producer of Wide, Wide World 


and The Home Show), press secretary 
Herb Klein, and adviser Fred Scribner. 

CBS was represented by Sig Mickel- 
son, president for news; NBC by Wil- 
liam R. McAndrew, vice-president for 
news; ABC by news chief John Daly, 
and Mutual by Stephen McCormack. 
¢ Sharp Debate—The debates will show 
two sharp, battling intellects at work. 
Both candidates are excellent debaters; 
both have solid understanding of the 
issues and formidable knowledge of the 
facts and details; neither needs any 
props or prepared speeches to shine; 
both have proven ability to “get across” 
on ‘T'V; both are endowed with that un- 
known “X”’ factor of public appeal. 

Nevertheless, politicos on both sides 
figure that the debates are going to 
settle a substantial and perhaps decisive 
number of votes in favor of one candi- 
date or the other. Even if neither side 
wins on the arguments, the impression 
that each candidate makes is going to 
be toted up in ballots. 
e Which Man Gains—Those who 
think Kennedy will profit most reason 
this wav: Nixon is already a “known 
quantity.” As Vice-President, he has 
had more exposure to the public over 
the vears than Kennedy. Therefore, he 
probably does not stand to pick up 
many new fans as a result of more pub- 
lic appearances. Kennedy, on the othe: 
hand, has been seen and _ publicized 
mostly in a glamorous sort of way. Most 
of the public has not seen him coming 
to grips with the issues. They have 
heard much-about his egghead advisers 
and speech writers, and they may won- 
der how well he understands and can 
handle issues on his own. The viewers 
who have doubts along this line will 
have them dispelled 

Those who think Nixon will profit 
most reason like this: Nixon is at his 
best in debate and argument. His de- 
bating experience goes back to college 
days. The public likes him in this role 
—talking back to Khrushchev in the 
“kitchen,” defending U.S. policy in 
arguments with students and hecklers 
in Latin America. Some voters who 
“ust don’t like Nixon” but don’t know 
quite why will be convinced that he is 
the best man to handle the nation’s 
affairs. 
e The Year for It—It was fortuitous 
circumstance that made the great T\ 
debates possible this year. Republicans 
would not have agreed to them in 1956, 
because they figured Pres. Eisenhower 
would simply be providing a stage for 
the challenger. But this year both 
candidates are known national figures; 
the polls rate them about even; neither 
is in the role of the challenger; and 
they stand to gain or lose about equally. 
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But it may well be that the prece- 
dent is being set for future campaigns 
that will make TV the most decisive 
influence in any election. Candidates 
in the future may be obliged to debate 
on TV whether thev want to or not. 
\n incumbent who did not want to 
help publicize his challenger might 
have a hard time explaining why he 
refused to meet his opponent before 
the cameras. 
¢ “Equal Time’—Congressional _ pas- 
sage of a resolution exempting broad- 
casters from the “equal time” law for 
Presidential and Vice-Presidential can- 


didates cleared the way for the great 
confrontation. 
Broadcasters will not have to grant 


equivalent time this vear to such fringe 
candidates as Lar Daly, a legitimate 
though self-stvled candidate for Presi- 
dent who demanded and got equal 
time on the Jack Paar show after an 
appearance there by Kennedy, and who 
then made his appearance in an Uncle 
Sam suit. 

Many congressmen had _ reservations 
about the suspension of equal time 
provisions. Rep. John B. Bennett (R 
Mich.) voted for it although he feared 
it delegated to much authority to broad- 
casters. Rep. John Moss (D-Calif.) said 
he trusted the networks to be fair but 
doesn’t trust all local stations to be 
equally objective in presenting “‘spots”’ 
on behalf of the candidates on the 
local level. He complained of what he 
considers “increasingly partisan opera- 


tion” of some broadcasters. 
At anv rate, broadcasters will be 
watched closelv to see how well they 


live up to their new responsibility. 
The Senate has appointed a_ special 
“watchdog” committee to consider any 
report of favoritism. House Commerce 
Committee ‘Chmn.’ Oren Harris (D- 
Ark.) promises an equally vigilant scru- 
tiny. 

¢ Money Matters—The debates will 
mean a. saving of about $2-million 
to the political parties. Columbia 
Broadcasting Svstem had estimated that 
three shows would cost the network 
close to half a million dollars. 

Over-all, of course, the television in 
dustrv benefits from extensive time pur 
chases by both parties. Neither parts 
headquarters would say how much time 
it expects to buy, but both parties will 
take several half-hour shows nationally 
and a great many “spots.’” State and 
local parties will buy time heavily as 
Election Dav draws closer. 

Broadcasters expect political time 
purchases to account for as much as 
20% to 25% of local time sales in the 
final couple of weeks of the campaign 
This is based on a survey by Broadcast- 
ing Advertisers Reports of political use 
of T'V in the closing days of the South 
ern primaries, which are the real elec- 
tion in that part of the country. 
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Asian Rivals End Old Dispute 


World Bank settles quarrel 
between India and Pakistan 
over Indus River water. Huge irri- 
gation project cannow bestarted. 


A bitter, potentially dangerous dispute 
between India and Pakistan was settled 
this week after 12 vears of off-again on- 
again negotiations that often threatened 
to degenerate into armed conflict. 

Representatives of the two countries, 
meeting around the clock at the head- 
quarters of the World Bank in Wash- 
ington, finally reached agreement on 
how to share the life-giving waters of 
the great Indus River system (map), 
sliced in two bv a new political frontier 
when Pakistan became an independent 
nation in 1947. 

A treaty is scheduled to be 
signed in Karachi on Sept. 19 
¢ Giant Project—Signing of the treaty 
will clear the wav for the launching of 
one of the biggest—and politically, 
financially, and physically most com- 
plex—river development programs in 
history. The project will take 10 vears 
to complete and cost about $1.3-bil- 
lion. It will be financed by the Indus 
River Development Fund, to be admin 
istered by the World Bank. Six nations 
and: the World Bank will contribute to 
the fund, with the U.S. putting up the 
largest share 


formally 


e Great Triumph—F or the World 
Bank, the agreement represents th 
most spectacular diplomatic triumph 


of its career, and the first time in his- 
torv that a major riparian dispute has 
been mediated successfully by an_ in- 
ternational organization. 

Ihe bank, of course, has acted as 
honest broker in other international 
political disputes. It tried—though un- 
successfully—to settle the tranian oil 
crisis. It plaved midwife to agreements 
between Egypt and the Suez Canal Co. 
stockholders and between the United 
Kingdom and the United Arab Repub- 
lic, together ending the Suez crisis. It 
failed to win for the West the job of 


building the Aswan Dam, after the 
U.S. withdrew its support from the 
project. But with the conclusion of 


the Indus agreement, the bank’s posi 
tion as a major and unique diplomatic 
force in the world is firmly established 
¢ Engineering Problem—The 5,600 
mile Indus River system is the largest 
in the world used primarily for irriga 
tion. Its annual discharge is twice that 
of the Nile, three times that of the 
Tigris and Euphrates, 10 times that of 
the Colorado. Some 47-million people 
depend upon its waters, directly or in- 


directly. It irrigates nearly 30-million 
acres, more than the total irrigated in 
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the western U.S., four times the acreage 
irrigated by the Nile. 

The engineering problem is essen- 
tially one of water diversion on a mam- 
moth scale. Under the agreement, In 
dia will get exclusive use of the waters 
of the three eastern rivers of the svs 
tem—the Ravi, Beas, and Sutlej, which 
now flow across the border into Pakis- 
tan. The waters of the three western 
rivers—the Indus, Jhelum, and Chenab 
-will be partially diverted into the 
present beds of the eastern rivers. 

l'o accomplish this Olympian task, 
six huge link canals from 300 to 400 
miles long, some with a capacity 10 
times that of the Thames, will have to 
be built in Pakistan. In addition, two 
big dams, with capacities of millions 
of acre-feet of water, will be built on the 
Indus and Jhelum rivers in Pakistan, 
and a large number of tube wells (to 
give fresh water to reduce salinity) and 
other facilities will be put in. 
¢ Long Dispute—Tension began build 
ing up over the division of the waters 
almost from the moment that parti- 
tion left the dams of the Indus system 
under Indian control and the control- 
ling canals in Pakistan. Water equals 
food, and famine never is far away in 
that part of the world. Both countries 
heavily fortified areas near key installa- 
tions, and the danger of war was real 
at several points. 

The World Bank undertook to me- 
diate the dispute in 1951. But the 
real turning-point came in 1958. Prime 
Minister Nehru of India threatened to 
divert the three eastern rivers by 1962 
if no agreement were reached; at about 
the same time, Pakistan, under Pres. 
Avub Khan, got its first government 
since independence that was strong 
enough to negotiate a settlement. Re- 
cently, Chinese aggression against India 
has put pressure on Nehru to come to 
terms. 
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WALTER HOADLEY, JR., Armstrong 


Cork Co.: “The economy will be only disap 


pointingly higher for the remainder of 
the year. A recession, triggered by a down 
turn in capital spending, will probably hit 
in the second or third quarter of 1961. It 
may be severe.” 


JOEL SEGALL, University of Chicago: 


“The economy will decline for the rest of 


the year. Production, prices, and income 
will drop slowly. And the GNP will drop 
more than in any past postwar recession. . . . 
It is likely to last longer if Fed continues 
to feed money in dribbles.” 





LIONEL D. EDIE, Lionel D. Edie & Co.: 
“We are headed downhill; capital spending 
will be off next vear. But the economy 
should turn around decisively in the sec 
ond half of 1961 because of a stepup in 
defense spending, a big government deficit 


and a change in monetary policy. 
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Economists Sing Variations on a 


Is the U.S. economy on the verge of 
l recession? 

Uhe quotations above are samples of 
the way professional economists are an 
swering that question these days. ‘Their 
omments represent the range of opin 
ion of a few dozen of the nation’s lead 
ing forecasters interviewed by BUSINESSS 
VEEK 

Hardly anv of the pros are cheerful 
ibout the outlook; none at all looks for 
1 boom in 196]. Caution, nervousness, 
ind uncertainty are widespread. None 
of the economists, to be sure, expects 
inyvthing resembling the Great Depres 
sion of the 1930s. But the majority 
foresees some sort of slump next vear 
¢ Straw Ballot—This over-all view coin- 
cides with the results of a straw poll 
taken last week at the annual meeting 
of the American Statistical Assn. at 
California’s Stanford Universitv. Fewer 
than 5% of the 400 economists and 
statisticians polled at the conference ex- 
pect any decline in the gross national 
product by yearend; most think the 
economy has enough momentum to 

ry it through Christmas without a 
general letdown. For the months afte: 
Christmas, though, their worries deepen. 

Some 75% to 80% of the ASA group 
think GNP will be no higher by the 
end of 1961 than it is today. Such a 
prediction implies a moderate recession 
during the year. Three-fourths of the 
conomists prophesied that the Federal 

, “gee 


Reserve Boat f industrial pro 


duction in 1961 would drop below this 
vear’s average; 15% thought it would 
be about the same as 1960's; only 10‘ 

looked for a climb. As for unemploy- 
ment, 75% to 80% estimated that with 
the labor force growing rapidly, unem 
ployment would rise to 5-million or 
more a vear from now, compared with 
just over 4-million in July, 1960 


|. A Question of Degree 


[he purpose of BUSINESSs WEEK intcr- 
views was not so much to obtain pre- 
dictions in numerical terms as to detect 
the pattern economists see emerging 
and the underlving reasons for that pat 
tern 

With a few exceptions, this group 
split into two factions 

Relative optimists, who think the 

economy is already in a recession. It has 
been in one, most of these think, since 
February, 1960 (as the BUSINESS WEEK 
index suggests). These men view the 
months since then as a period of read- 
justment to a new inventory situation 
page 7+), to sharp foreign competition 
on both price and quality, and to the 
end of chronic inflation. ‘This period is 
now largely over, they believe, and the 
economy will be climbing more vigor- 
ously again by mid-1961, with the help 
of easier monetary policy and a faster 
rate of government spending 

Relative pessimists, who regard the 
past year as only the plateau-like prelude 


to a genuine recession early in 1961 


lhese observer inti pat l edu 
in capital spending, actual inventor 
liquidation instead of ne! wit 
from rapid to moderate inventory build 
ing, and weakening demand f ut 
ind other durable goods. A good nun 
ber see at least th yossibilitv of the 
worst troubl nce th n f \W 
War Il 
¢ Sluggish Housing—Some worry that 
housing may not help pull th onom 
out of recession this tim t ha 
the three previ ump 

The bulls pin a gre it dca r tn 


optimism on the housing outlook,” sav 


Avram Kisselgoff of Allied Chemical 


Co. “Thi ptimism is based on thi 
fact that mortgage mon will be fre 
during the second half of this vear. But 
this overlooks a basic structural chang 
in the housing market. lor the first 
time, we have run int 1 situation wh 
demand, rather than the supply 
credit, limits housing growth 

Like a number of other worri 
Kisselgoff is disturbed by the rise in 
cancy rates, particularly in the South 
ind West, and by reports of a sluggish 
market—and __ soft prices—for existing 
houses. If potential home buvers h 
trouble getting rid of their pi it 
houses, this may sp il the narket f 
new housing 
e Reasons for Trouble—Robinson New 
comb, a leading housing consultant, 
grees that housing is unlikely to give 
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STANLEY RUTTENBERG, AFL-CIO 
research director: “Since January of this 
vear, the economy has been a plateau. A 
similar lull in the first eight months of 


1957-58 
. we are now in the beginning 
of the 1960-61 recession.” 


1957 was the forerunner of the 
recession . 








JOHN LINTNER, Harvard School of Busi- 
ness: “We are not yet in a recession but 
the boom is getting old and tired; it no 
longer has a heavy head of steam and no 
major expansionary forces in the private 
sector are on the horizon to give a real lift 
1961.” 


to business in 


Theme: Recession in 


a 


strong support to the economy during 
the next half vear. For one thing, he 
irgues, two new houses have been added 
for each new family formed during the 
last couple of vears. So the urgency to 
buy just isn’t there. The only peopl 
still unsatisfied, savs Newcomb, are 
minority groups—where the real trouble 
isn't mortgage terms but a combination 
of low incomes and social discrimina- 
fion 

Besides, Newcomb contends, builders 
have been putting up the wrong type of 
housing. ‘The demand, he holds, is foi 
small, cheap houses for the young and 
old. “Just as demand has shifted to the 
compact car, it is now shifting to the 
compact house,”” he says 

Not evervone doubts, however, that 
housing demand will respond to morc 
mortgage money and lower interest 
rates. Some point out that early in the 
1957-58 recession, the housing industry 
had the same fears. To be sure, housing 
starts didn’t rise until relativelv late in 
the recession, but when thev finally took 
off, the rise was rapid. 


ll. Plant and Inventories 


Hardly an economist could be found 
who foresees higher business spending 
on new plant and equipment in 196] 
Lionel D. Edie, whose organization fol 
lows this area closely, says his prelimi- 
narv checks with some major companies 
suggest capital spending will be off 5% 
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to 10% next vear. Despite this down- 
ward pressure, however, Edie thinks the 
over-all economy should be on the wavy 
back up during the second half of 196] 


l'o accomplish this, he is counting on 
the swing from surplus to deficit in the 
federal budget, growing government 
outlavs on defense, and easier mone\ 
Like Edie, William F. Butler, vice- 


president and economist of the Chase 


Manhattan Bank, expects trouble in 
capital goods, particularly because of 
the developing squeeze on profits. But 
ler forecasts a decline of about 20% in 
corporat yrofits in 1961, compared 
with 19 He looks for a recession 
comparable to 1957-58's in duration and 
intensity; that would put business on 
the upgrade by the fourth quarter of 
1961 

e Inventories—Nlost of the mNomists 
count on todav’s low ratio of inventories 
to sales to prevent anv recession from 
being sharp or deep. The tight 


money policy of the past made it ex 


pensive to carry inventories and curbed 
the ris f material prices during the 
period of business expansion; this, the 
experts think, will pay off tabil 


izer bv making it necessary to start 


building inventories fairly soon. How 
ever, some economists are less cheerful 
bout the inventory picture. ‘They main- 
tain that inventorv building has gone 
on involuntarily in recent months and 
that there is still room for quite a sub 
stantial pulldown should final sales slide 





RICHARD B. 
Methodist University: “This period is a 
recession from a growth trend and in cer 
tain areas it is a recession by any definition 
... But the downturn is now flattening and 


JOHNSON, Southern 


may reverse. I think 1961 will be a good 
business year.” 


1961 


¢ Autos—“The big question mark,” ac 
cording to Harvard’s John Lintner 
consumer durables. He thinks much de 
pends on the reception of the new com 
pact cars coming from General Motor: 
and Chrvsler and on the seriousness of 
the relative weakening in the used cai 
market as a deterrent to new Ca! pu 
chases. Lintner believes that weight 
must also be given to evidence in th« 
latest University of Michigan survey of 
buving intentions that consumers’ plan 
to buv new cars have fallen off since th: 
beginning of the year. 

But Detroit and its econom 
ire by 


idvisers 
no means convinced that aut 
sales in 1961 won’t be at least as gi 

as they were in 1960 (page 23) 


economists try to put 


Ill. Too Much Hope? 
Manv of the 


into words their feeling that hard-t 
define psychological factors are spoiling 
business—and might hurt it even mor 
in the future. One leading economist 
who wanted to stay anonvmous b« 
cause he is plaving braintruster for ond 
of the Presidential candidates—insist 
that the forecasts made by economi 
at the end of 1959 have turned aut on] 
a Shade too optimistic in numeri 
terms. But busmessmen had general! 
drawn highly optimistic interpretations 
from those numerical forecasts. Now 
they have swung far toward pessimi 
as thev begin to understand the sadd 
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PAUL MCCRACKEN, University of Mich- 
igan: “Historically, the type of situation 
that we are now in has preceded a down- 
turn, but the downswing will not be vol- 
canic because inventories do not seem to 
be overbuilt and the money supply has 
been loosened in time.” 

implications of slower growth and stiff 
price competition 

Similarly, Dexter M. Keezer, eco 
nomic adviser to McGraw-Hill Publish 
ing Co., points to the sobering effect 
on business of “living without the 
hypodermic of price inflation.” Keezer 
himself thinks “steady growth and 
prosperity will be the general rule over 
the next decade,” and savs that “be- 
tween expanding consumer and gov 
rmment expenditure and sales abroad, 
I expect a larger total volume of busi 
ness to be chalked up next vear than 
this vear.” 

Walter Hoadlev, Jr., of Armstrong 
Cork Co., thinks this sobering process 
still has a long wav to go among busi 
nessmen. Hloadlev savs management is 
passing more and more into the hands 
f people who have never known when 
the going was really tough, as was the 
ise in the 1930s. Savs Hoadlev: “Psy 
chologically, we are not prepared for any 
surprise, and this increases our vulner 
ibility 

Hoadlev has never b 
bear, but he points out that the next 
population surge won't be felt until the 
second half of the 1960s lor the next 
three to five vears,” he adds, “we arc 


n a professional 


in for a hard period of adjustment 
Management will have to look within its 
own company or industry to bolster it 
sclf, instead of depending on the na- 


non i CCOnOTHIN 


IV. The Federal Role 


Ne ertheless, ichion by government 
the kev t the ise made by many 


) | 
onomusts for a itively moderate and 


ROBINSON NEWCOMB, housing con- 


sultant: “Housing will not give strong sup- 


port to the economy in the next six months 
... The market is now in low-cost housing, 
and builders have not yet adapted. Just as 
demand has shifted to the compact car, it 
is shifting to the compact house.” 


short recession. William R. Biggs, 
vice-president of the Bank of New 
York and chairman of the Brookings 
Institution, finds that “‘barring some 
dramatic development the prospect is 
for a decline in 1961, which should 
be held to postwar recession limits be 
cause of the certainty of a new and 
higher level of government spending.” 
But he sees no possibility that a boost 
g 

enough—or be large enough—to head off 
the decline. 

¢ Easier Money—The case for a mod 
crate and short-lived recession also de- 


in government spending will come soon 


pends, of course, on hopes for casiet 
monev. The Fed has alreadv eased the 
money supply, but there’s still a lot of 
disagreement among economists as to 


whether it has acted decisivel 


+ 


nough 
hose who sav it hasn’t argue that 
the Fed’s action in the last two months, 
oming after a period when the mon 

upplv was shrinking, has been too little 


. . 
ind too late—too little because it hasn 


+ 


npletely offset the drop in the money 
supplv, too late because it hasn't come 
quickly enough to arrest such cumula- 
tive forces as the decline in olesale 
prices and the drop in residential con- 
struction 

On the other side, some expect 
the Fec 
dip. ‘The important thin 





s; swing to case will halt any 


that free reserves now are positive, that 


the discount rate has been cut, and 
that the banks are in a_ position to 
follow a substantially more aggressive 


loan policy 
e Middle Way—To some observers, it 
} 


cems that th Fed ha een trving 





JAMES A. MCCULLOUGH, Scudder, 
Stevens & Clark: “The major negative 
forces which have held back the economy 
are abating. From now on, we expect a 
lessening in the rate of steel inventory 
decline, a moderate increase in defense 


spending, no further decline in housing.” 


to steer a middl] ours erween vhat 
it did in the 1953-54 recession and what 


it did in the 1957-58 slump. In 1954 


the Fed's policy of very active cas¢ 
boosted the mone upply too rapidh 
and helped kick off a round of infla 
tion 

In 1957-58, according to most econo 
mists, the mon upplv wasn’t cased 
cnough to facilitate a reallv vigorous up 
wing. 

Fed economist nd policvmakers 


themselves are keeping their mouth 
tightly closed about what thev are tr 


ing to do this time—and about thi 


forecast on which thev are basing then 
ictions 

It is perfect 1 howeve that 
the Fed lot expecting trong X 
pansion in inflationarv price trend 
In setting its pol the Fed quite 
plainh is leaning unst anv wind con 
ing from the general rection of 


cession 
In this, tl | thinking scems 
sely 1 ll) T ha 
mong pro nal nomist Paul 
McCracken, prof f busin 
ditions at the | t f Mich 
ind a form nember of Pr Eisen 
hower’s Council of Econom \ 
sum mariz t th 1 
Historical] nol ften than 


} tenting thot ‘ 
th type f | 1 tha \ vA 


in the U.S. Dept. of Agricult 
that the I uldin 
of a rece n in earlv 1961. H 
idds | | t] ugh 

looking f n in 


na ictu 1] n ty 
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Long Distance pays off 


in extra sales 





‘We acknowledge every order with a Long Distance call” 





reports Marty Freedman, president, ey a ee er re re os 2. 


“Arlene of Hollywood”—Calif. sportswear manufacturer. 


LONG DISTANCE RATES ARE LOW 


“Not only is it a courtesy that’s appreciated by the cus- Here arg some examples: 


tomer,” adds Mr, Freedman, “but it gives us a chance to Philadelphia to Washington, D.C. . . 65¢ 

discuss and merchandise additional items. On perhaps 20 Detroit to Pittsburgh Ste tees 4 
to 30 per cent of such calls, we actually make additional New York to Columbus,O. . . . . . $1.25! 
sales while we’re on the phone.” Denver to Chicago Sees. og 


Los Angeles to Boston . $2.25 


Telephoning your thanks to customers is a proven sales- 


. . . . . ‘hese are dc tes, Stat -to-S > t three ' 
building idea—and it opens the door to bigger orders. Teen On Oe ee ee ee 


minutes. Add the 10% federal excise tax. 


Long Distance pays off! Use it now... for all it’s worth! 


BELL TELEPHONE SYSTEM 











COUSINS UNDER THE SKIN, and the same skin—stainless steel. This 1936 Ford and 1960 Thunderbird were specially built as . . . 


Rolling Ads for Stainless 


One day in the mid-1940s, William 
McFadden, a district man for Allegheny 
Ludlum Steel Corp., drove down a busy 
Chicago street in a 1936 Ford that 
looked in unusually good shape. _ Its 
shiny unpainted body seemed to have 
just come off the assembly line. But 
when McFadden stepped on the brakes, 
his foot went right through the car's 
floor, and he barely avoided a pile-up. 
The floorboards of the deceptively new- 
looking auto had completely rusted 
way, after 10 vears and more than 
200,000 miles of hard use. 

Why was the body of the old car 
still like new, though its floor was shot? 
\ closer look showed the answer: The 
floor pans were made of ordinary car- 
bon steel, but the body, built to last 
virtually forever, was made of stainless 
steel. one of the most durable com 
mercial metals. 
¢ Good Advertising— lhe Ford was one 
of a half-dozen 1936 models that the 
company—then Allegheny Steel Co 
had specially built as part of a sales 
promotion campaign 

Even in the 1930s, stainless steel was 
ilmost as mysterious a substance to most 
people in this country as plutonium is 
nowadavs. By having some of its execu 
tives and salesmen in several large cities 
lrive around in stainless Fords, the com 
pany figured it could make the public 
more familiar with this handsome metal 
illustrate it 


ind, at the same _ tim 


possibilities to manufacturers. After the 
irs were built, their bodies were left 
unpainted to show stainless steel’s looks 
ind resistance to corrosion and weather 
¢ One-Horse Shay—Allegheny Ludlum 
got a lot of publicity mileage out of the 
36 Fords. Their 
mained like new as vears and tens of 
thousands of mil passed. Finally, 


stainless bodies re 


though +}, ‘ MCT) 1) ind 
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other parts made of conventional mate- 
rials began to show the wear and tear. 

Ihe car McFadden drove is an ex- 
ample. Another was known to have 
gone through four engines. By the end 
of World War II, the company had put 
the stainless auto program to pasture, 
figuring the cars were beyond mechani 
cal repair. 
¢ Revived This Month—Allegheny Lud- 
lum was in no hurry to revive the pro 
gram—stainless bodies are hard to fabri- 
cate and devilishly expensive. But in 
recent years, the company has realized 
it was losing out on a good promotion 
device. So around 1956, Allegheny 
Ludlum began planning to revive the 
24-vear-old program. For one thing, it 
could aid the steel industry in its fight 
against aluminum’s increasing penetra 
tion into the auto parts market 

This month, it is showing off the re 
sults—two spanking new stainless steel 
1960 Thunderbirds. One of these is 
being exhibited at the Allegheny County 
lair in Pittsburgh this week, and the 
other is based in Detroit. Soon, the two 
new T-Birds will be seen at auto shows 


ind dealer promotions around the coun 
try 

¢ Years in Building—lhese latest stain 
less Fords took almost four vears to 
complet There were difficult prob 
lems to solve. For instance, some of 
the stainless sheets needed w too 
broad to be rolled in the usual way 
So they were “pack rolled’’—that is, a 
number of thin stainless plat \ 
painted with a compound to prevent 
them from sticking together, and placed 
inside a couple of carbon steel plates. 
Then the whole thing was welded shut 


ind rolled on a plate mil 
The Budd Co.’s Detroit plant fabri 
cated the T-Bird bodies out of Allegheny 


Ludlum's ‘Tvpe 302 stainles nick¢ 


bearing grade. They were given a satin 
surface finish, similar to that of stain- 
less architectural paneling 

It’s because stainless is a lot harder 
to work than carbon steel that Alle- 
gheny Ludlum didn’t get its ‘T-Birds 
completed until late this year. Ford 
Motor Co. wouldn’t finish the job until 
the end of its own 1960 production 
run—it was worried about damaging the 
dies before all of its own regula 
were off the lines 

Allegheny Ludlum remembered the 
Mcl‘adden incident—this time it had 
the floor pans made of stainless steel, 
too. 
¢ Collectors’ Items—What happened 
to the "36 Fords after World War II? 
Mostly, thev fell into the hands of 
collectors. | instance, ‘Thompson 
Products, Inc. (now part of Thompson 


Ramo-W ooldridge) bought one for dis 


mode ls 


play in the company’s Cleveland mu 
scum Another was bought by D; 
Jerome VIk, a Chicago orthodontist 
who pioncered the application of n 
less steel wire for straightening teeth 
When Allegheny Ludlum egan 
thinking again about the pr tional 
value of stainless steel cars, it managed 
to buv one of the °36s back from an in 
dividual own Just nt t t ked 
down another in Texas and bought it 
back—it’ ym th Wal ist ght Vy 
Vhe mMpan lans t 
vith the tv Bir th 
llustrate stain] teel’s durabilitv, and 
th new ft yn 
n a modern ttins 
Don’t run vn 
vith the xp tat ] I ng l I 
these shim tainless ‘T-Bire 1] 
too much for ymmercial production 
Allegheny Ludlum won't t Ka 
how much, but the two ca 
for $25.000 anie i 
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CONSOLIDATED FREIGHTWAYS } 











Consolidated Freightways 
uses FRUEHAUF REEFERS on 
Transcontinental Runs! 


Consolidated Freightways has added 
75 new 1960 Fruehauf refrigerated 
VolumexVans to its transcontinen- 
tal reefer fleet. Consolidated officials 
report favorable shipper reception 
of the new reefers with frozen and 
perishable products arriving in top 
condition after long runs. 








Fruehauf builds reefers for 
every type of service. So, whether 
your hauls are transcontinental or 
city-to-city Fruehauf has the unit 
to do your job better! Fruehauf’s 
wide selection of reefer models gives 
you the right reefer to meet your 
operating conditions in size, weight, 
cost, construction and insulating 
 Interchangeability—from all-aluminum to all-steel efficiency. Ask your Fruehaut 
Branch salesman to show you the 
most complete visual presentation 
in the industry! 
































e Higher cube e Full loading width e Greater inside height 


e Dozens of options e One-piece aluminum roof e Five 
insulation systems e Three different floors e Five models 
to choose from! 


If It’s A Fruehauf You Get More-So You Pay Less! 





RUEHAUE FRUEHAUF traiter company 
TRAILERS 10940 Harper Avenue, Detroit 32, Michigan 


5137 South Boyle, Los Angeles 58, California 





In Business 


Airlines Seek to Narrow Fare Gap 


By Boosting Charges for Coach 


l'o arrest the shift of passengers from first class to 
coach service (BW—Aug.27'60,p42), the major airlines 
are asking CAB for coach fare increases. They want 
to narrow the gap (as much as 35%) between the two 
classes of service, especially where both are offered on 
the same jet planes. 

Airline officials say it isn’t only the tourist who is 
taking advantage of the bargain rates. It’s also the busi- 
nessman who’s under pressure to practice thrift in his 
expense account. 

In 1955, coach trafic accounted for 34% of passenger 
business; last year it was 42%, and in July it passed the 
50% mark for the first time. 


l'o make the 13 subsidized local service airlines more 
attractive to equity capital, CAB dropped its rule allow- 
ing only a 9.5% return on investment, in favor of a 
sliding scale from 9% to 12.75%. The board said the 
lines need a heavy infusion of capital to balance their 
debt structure and to pay for expansion and new planes. 
In the last fiscal year, the lines drew $49.5-million in 
subsidies, based on the 9.5% return on investment. 


Dow Chemical-Allied Labs Merger 
Heads List in an Active Week 


Merger plans kept the wires humming this week. 
Some marked real diversification moves, some were little 
more than bookkeeping changes, and a moderately big 
one fell through. 

Directors of Dow Chemical Co. and Allied Labora- 
tories, Inc., Kansas City pharmaceutical house, agreed on 
an exchange of stock that would leave Allied a division 
of Dow. If Allied holders approve on Nov. 30, they'll 
get two-thirds of a share of Dow common for each share 
of Allied. Dow’s annual sales run above $781-million, 
\llied’s above $30-million. 

Merger of General Transistor Corp. into General In- 
strument Corp. was approved by holders of both com 
panies. ‘Terms call for 7/10 share of General Instru 
ment common for each share of General Transistor. 

Two pairs of companies under common control de 
cided to make their marriages official: 

* Seabrook Farms Co. into Seeman Bros., Inc., 
an absorption by merger that has been in the cards since 
Seeman bought 78% of Seabrook’s stock more than a 
vear ago (BW —Jun.6'59,p93). Seeman, a_ wholesale 
grocer that owns the Premier and White Rose labels, 
came into Seabrook’s life after a family fight in which 
Charles Seabrook tried to oust three sons from manage 
ment. Seeman arranged to pay off a Seabrook bank 
loan, paving the way for dissolution of a voting trust 
into which Charles Seabrook had put his majority 
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interest. After buying this stock, Seeman replaced the 
younger Seabrooks with its own managers. Seabrook 
packs frozen fruits and vegetables under its own name 
and wnder the Snow Crop label. 

* Rockcote Paint Co. into Valspar Corp. Ralph J 
Baudhuin, chairman of Rockcote, acquired more than 
25% of Valspar’s common this summer and was named 
president of Valspar in July. 

Che shadow of a Federal ‘Trade Commission antitrust 
complaint about previous mergers chilled Union Bag- 
Camp Paper Corp.’s negotiations to acquire Crossett Co., 
a big papermaker in Arkansas, for about $156-million 
FTC has challenged the 1956 merger between Union 
Bag and Camp Paper and four subsequent acquisitions 
(BW—Jun.25'60,p138). This week Union Bag withdrew 
its offer and Crossett announced it is no longer for sale. 


Chrysler Retaliates Against Dann 
With $30-Million Libel Suit 


Chrysler Corp. this week tried to turn the tables on 
Sol A. Dann, Detroit attorney who has filed three suits 
against the company. Chrysler sued Dann for $30-mil 
lion, alleging libel in his statements at the annual 
stockholders’ meeting last April. 

This makes six court actions that have arisen from 
the company’s conflict-of-interest scandal: three by Dann 
(for a copy of the stockholder list, for a receiver while 
evidence of fraud is being acted upon, and for cancella- 
tion of executive bonuses); one by Chrysler to recover 
money from deposed Pres. William C. Newberg and Ben 
Stone, his partner in a parts manufacturing company; 
one by a New York stockholder for a look at Chrysler's 
books, and now the libel suit against Dann. 

Meanwhile Dann warmed to battle with the comment 
that if Chrysler Pres. L. L. Colbert doesn’t resign, “he 
will have more suits on his hands than Hart Schaffner & 


Marx.” 


Business Briefs 


A general freight rate increase, which industry sources 
estimate at around 1%, was worked out this week by 
rail traffic executives assembled in Chicago. ICC ap 
proval was expected. But rail men themselves started 
talking immediately about selective rollbacks in rates to 
hold business against competition 


I'he Carolinas are getting their first steel furnace and 
rolling mill. Florida Steel Corp. of Tampa announced 
plans to build a $3.3-million mill on the outskirts of 
Charlotte, N.C., to produce reinforcing bars. Annual 
capacity is 51,000 tons. ‘The mill will obtain steel scrap 
from the Carolina area for use as feedstock for the 
furnace. 


The electrical equipment antitrust trial in Philadelphia 
set for Sept. 19 (BW —Aug.27'60,p42) has been post 
poned to Oct. 3l—“a pretty final deadline,” the court 
said. General Electric Co. and Westinghouse Electric 
Corp. are charged with conspiring to set prices and 
allocate business in power switchgear assemblies 
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With the most experienced management in the leasing 
field, Boothe offers prompt, efficient and knowledgeable 
handling of your leasing problems. Substantial funds 
for the purchase of equipment under long or short 
term leases are readily available. 


Boothe leases all types of machinery and equipment 
costing from $5,000 to $5,000,000 to companies with a 
net worth of from $100,000 to over $1,000,000,000. 


Boothe emphasizes flexibility and imagination in tai- 
loring lease contracts to meet your specific require- 
ments. Leases may range from two to fifteen years in 
term. Rental payments will be arranged to meet your 
needs. Selection of equipment, vendor and price is in 
your hands. Boothe does the rest. 





REPRESENTATIVES IN 


Boor: 


Atlanta Chicago 
Boston Denver EASING 
Houston Cleveland Corporation 

Akron Wausau 





mL, 


/ PRICE 5371,094 


mvesTueENT"NONE 


With the background of experience gained in leasing 
over $45,000,000 of equipment, Boothe is in an excellent 
position to advise you how you can achieve your com- 
pany objectives through leasing. 








Find out more about why it pays to lease from Boothe. 
Write, wire, or phone any Boothe Leasing Corporation 
office. We have them coast-to-coast. 


315 MONTGOMERY STREET 
SAN FRANCISCO 4, CALIFORNIA + EX 7-4330 


Eastern Division Office: 
666 Sth AVENUE, NEW YORK CITY «+ Ci 5-2230 


America’s Most Experienced Leasing Specialists 


’ 





NEW CHRYSLER 
CAR-A-MINUTE ASSEMBLY PLANT 





ADMINISTRATION BLDG. — Architects and Engineers: Sverprup & Parcet, St. Louis * General Contractor: FRUIN-COLNON CONTRACTING Co., St. Louis 
ASSEMBLY BLDG. — Avsert KAHN, Associated Architects and Engineers, Detroit * H. D. Toustey Co., General Contractor, Kirkwood, Mo. 


Designed to hold down upkeep... equipped with JENKINS VALVES 


Chrysler Corporation’s St. 
Louis assembly plant serves 
the midwest, employs more 
than 4000 in building Val- 
iant, Plymouth, Dodge Dart 
and new Dodge Lancer cars. 
Seven buildings include a 
1.3 million square-foot man- 
ufacturing building and a 
U-shaped administration 
building of reinforced con- 
crete columns and girders, 
with pre-cast concrete floor 
and roof deck. 





Designed to be “the nation’s most modern automobile manufacturing facility,” 
this huge new plant also represents an all-out effort to make it a record-breaker 
in terms of low upkeep. 

That Jenkins Valves would minimize valve maintenance and replacement 
costs was assured by the service records of Jenkins Valves in other Chrysler 
Corporation plants. 

By installing Jenkins Valves to control customary service lines and the 
extensive paint carrying system in the St. Louis plant, Chrysler guaranteed 
dependability and economy. Yet, the Jenkins Valves cost no more. 

You can take the gamble out of valve costs with one word in your specifica- 
tions or purchase order . . . the word for economy: “JENKINS.” For information 
about specific valves, ask your local Jenkins Distributor or write—Jenkins Bros., 
100 Park Ave., New York 17. 


JENKINS 


LOOK FOR THE JENKINS DIAMOND 2 


WALVIGD pe 


Jenkins Gate Valves control lines carrying paint 


as well as plumbing, heating, air conditioning. 


Sold Through Leading Distributors Everywhere 
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WASHINGTON OUTLOOK 





WASHINGTON 
BUREAU 
SEPT. 3, 1960 


A BUSINESS WEEK 


SERVICE 


An appraisal of the bob-tailed Congressional session: 


The record of legislative accomplishment is thin. The coalition of 
Republicans and Southern Democrats blocked the Democratic liberal program 
of Presidential nominee John F. Kennedy at every important turn. 


It demonstrates again the deep rupture in the Democratic Party, one 
that complicates the Kennedy campaign strategy and encourages the 
Republicans to map a hard fight in the entire South. 


Finally, it foreshadows bitter legislative battling in 1961 between the 
Congress and a new President, whether Sen. Kennedy or Vice-Pres. Richard 
M. Nixon. The controversial priority issues of August were not resolved. 
They survive to be fought over again next year. 


This goes for medical care for the aged, as well as stimulation of 
housing, aid for education, reform of basic agricultural policy, and raising 
the minimum wage and extending its coverage. The effort to put old folks’ 
medical care under Social Security will continue, despite August passage 
of a limited “charity” bill tagged onto existing public welfare programs 
administered by the states. 


The impact of the August session upon the Presidential election is open 
to dispute. However, it is generally agreed hereabouts that the apparent 
winner insofar as any short-term gain is concerned is the Republican 
nominee, Nixon. 


Nixon was confined to Walter Reed Hospital with an infected knee 
as the session came to its end. But associates say he is pleased with the 
session’s effect—especially its illumination of the schism between North and 
South in the Democratic ranks. 


While Nixon recuperates, Kennedy hits the road. Kennedy prepares 
to blame Republican obstructionists publicly for the slim Congressional 
accomplishment, but privately he seethes at conservative Southern Demo- 
crats who contributed to his August miseries. One morsel of good—or, at 
least, better—news for Kennedy did come this week. The latest Gallup Poll 
shows he has pulled even with Nixon in public popularity. Kennedy had 
trailed by six points in the prior poll. 


Kennedy’s patience with Southern Democrats is wearing thin. In the 
Senate, his Southern colleagues ganged up against Kennedy’s bill to tie 
medical care for the elderly into the Social Security system. Conservative 
Southern Democrats on the House Labor and Rules Committees helped 
Republicans to scuttle Kennedy-backed labor, school, and housing bills. 


No single Southern state is considered absolutely safe for Kennedy 
in the coming Presidential election. This is the opinion of most Southerners 
in Congress, who cite two primary reasons: 


The Democratic platform, which Kennedy virtually dictated, is “too 
liberal” in over-all tone, and the “toughest ever” plank of civil rights is 
regarded as harshly anti-Southern. 


In large part, this explains the refusal of Congressional Southerners 
to adopt a compromising attitude toward the list of “must” legislation that 
Kennedy wanted out of the ill-fated August session. 


Kennedy’s Roman Catholicism looms larger and larger as a crucial 
factor. The anti-Catholic campaign now being fomented in the South, 
the Border States, and much of. the Midwest may ultimately redound to 
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Kennedy’s benefit. But at present it seems to be every bit as deep as the 
1928 anti-Catholic wave that damaged Al Smith’s bid for the White House. 


Kennedy’s Southern campaign plans are vague. As Congress was in 
the process of winding up, the notable omission in Kennedy’s travel plans 
was a personal appearance anywhere in the Deep South. This probably will 
be remedied later, but Kennedy gives no appearance of willingness to extend 
himself to woo the cold South. 


The Kennedy-Lyndon Johnson relationship is under some strain. On 
the surface, it still seems easy and tranquil enough. But behind-scenes 
there are rumblings of discontent. They come mainly from the Kennedy 
camp, which appears to suspect that the Texan’s presence on the ticket may 
not bring the hoped-for political rewards. 


The Senate vote on Kennedy’s medical care bill contributes to the 
uneasy feeling. Some of the Kennedy people are complaining privately 
that “Lyndon doesn’t lose the close ones like this—-if he really wants to 
win.” What they feel, but obviously cannot prove, is that if he had really 
pulled the stops, Majority Leader Johnson could have come up with the 
four switch votes necessary to make Kennedy’s 51-44 defeat on the medical 
care roll call a 48-47 victory instead. 


Mounting evidence of Southern and Midwestern disaffection, which 
Johnson was counted on to forestall, is another factor. And some local 
political leaders in the South, who had favored Johnson for the top spot, 
are not working for the Kennedy-led ticket. 


Johnson helped squash a Kennedy broadside on civil rights within the 
last two weeks. Kennedy and his advisers drafted a statement that, in 
effect, challenged Southern Democrats to get in line or leave the party. It 
pledged Kennedy to a civil rights program that, insiders say, would be even 
tougher than that proposed in the Democratic platform. 


In concert with several influential Southerners, Johnson persuaded 
Kennedy to reconsider the language. Kennedy then called off a news con- 
ference he had planned for the sole purpose of releasing the civil rights 
statement. As of the middle of this week, the statement was described as 
still in the process of being redrafted. 


Nixon’s campaign plans move ahead, despite his hospitalization. In the 
first few days of his enforced idleness, Nixon has been paying special 
attention to the farm problem. 


Two major farm addresses are on his September agenda—at Guthrie 
Center, Iowa, on the 16th; at Sioux Falls, S. D., on the 23rd. 


An advance report on Nixon’s farm program suggests it will have two 
main bases. The first is that farm price supports are a necessity, at least to 
provide a floor under the agricultural economy. The second is that more 
effective regulation is required—that is, either tighter production controls 
or lower prices, or both, as necessary to shut off surplus production of a 
given commodity. 


Nixon’s difference with Agriculture Secy. Ezra T. Benson shines 
through in the first point. Benson’s basic goal was removal of federal inter- 
vention or regulation as a dominant influence in the agricultural economy. 
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INSTANT DECOR 


Speed of installation and infinite design options 
highlight this moveable partition system 
based on extrusions of Olin Aluminum 
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A distinguishing feature ystem is 
its integral, clip-in lighting and shelving 
Vital to the system are aluminum extrusions of 


custom design. Working with both designer and 


fabricator, Olin Aluminum contributed to the extrusion 


design, made the dies, produced and shipped the 


extrusions to meet exacting deadlines. For more facts 


write Olin Aluminum, Architectural Sales. 
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New paper withstands 90% humidity for 360 hours 





(More packaging news from International Paper) 


Read how this new moneysaving kraft paper 
withstood two weeks of constant high humidity. 


To prove the moisture-resistant quality of 
International Paper's new Hy-poly kraft, we 
subjected it to this severe test 

The Hy-poly bag was filled with an extremely 
hygroscopic chemical and steamed in 90% rela- 
tive humidity at 100° F 
tected, under these conditions, the test chemical 


takes on 2% 


for 360 hours. ( Unpro- 


+ times its weight in water in about 
one hour.) When the bag was opened 15 days 
later, the cry stals were as dry as sand 

New Hy-poly not only resists humidity, it 


saves you money, too. From $2 to $16 per thou- 


sand multiwalls. And with a coating about half 
as thick as medium- and low -density sheets, you 
get equal, if not greater, moisture-vapor pro- 
tect on. 

Hy-poly is available in both bleached and 
natural Gator-Hide, kraft and in our new 
Gator-Hide Extensible Kraft 

The constant development of new packaging 
papers requires vast resources, skilled crattsmen 
and modern facilities. We have all three. 

That is why International Paper can provide 
you with the widest range of papers, boards and 
packaging assistance in the industry. Call us or 
contact your converter —he’s probably been do- 


ing business with us for years, 
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In Finance 


Cut in Prime Rate Fails to Set Off 
An Increase in Business Borrowing 


A few bankers may have believed that reduction of 
the prime rate last week from 5% to 44% would lead to 
an immediate increase in business borrowing. If so, they 
were disappointed. 

A BUSINESS WEEK survey of key lending officers at lead- 
ing commercial banks this week showed little, if any, 
response by business to the cut in the prime. Loan de- 
mand remains slack, as it has been since midyear. “I’m 
beginning to doubt if there will be any seasonal pickup 
this vear,” says a senior officer at a big New York whole- 
sale bank that specializes in lending to business. 

Since the first week of July, business loans at the 
Federal Reserve's weekly reporting member banks, ac- 
counting for over 75% of all business loans, have declined 
$531-million. ‘This compares with a $430-million increase 
in loans during the same period a year ago. 

Bankers say that demand for short-term business loans 
is primarily a function of business conditions, and has 
little to do with the cost of credit. “If a company is big 
enough to qualify for the prime rate then borrowing cost 
doesn’t matter,” says the vice-president of a big New 
York bank. 


Zeckendorf Sells New York Site 
And Interest in Los Angeles Project 


Webb & Knapp, run by financial operator William 
Zeckendorf, worked overtime this week to reduce its debt 
burden and ease the pinch caused by its shortage of cash. 
it disclosed that Aluminum Co. of America will acquire 
a 40% interest in 91091 Corp., the W&K subsidiary 
handling the $300-million Century City development in 
Los Angeles. It also announced sale of its Roxy Theater 
property on Manhattan's West Side to Sommer Brothers, 
a real estate development outfit, which plans to build an 
office building on the site. 

Alcoa says its participation in Century City results from 
its interest “in development of new uses for aluminum 
in apartment housing and other structures.” Its entry 
into the deal came a few weeks after Webb & Knapp had 
negotiated a new agreement with directors of ‘Twentieth 
Century-Fox for purchase of the 265-acre tract. In May, 
1959, W&K had first agreed to buy the land for approxi 
mately $56-million over a 10-year period, but it later an 
nounced it was selling its option to Kratter Corp. (BW— 
May21’60,p167), which was to pay cash for the land. 

When Kratter withdrew a few weeks later, W&K got 
approval from Fox directors for a new cash deal of its 
own, pending approval by stockholders of the movie 
company. 

According to a W&K man, the money Alcoa advances, 
both now and later to close the deal, will not necessarily 
be in direct proportion to its proposed 40° ownership 
interest in the project. 
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MORE NEWS ABOUT FINANCE ON: 


@ P. 44—Central bankers get concerned about 
the flow of hot money. 





\s for the Roxv sale, it marks the fourth disposition of 
Webb & Knapp holdings in the West Side Manhattan 
midtown in the past two months, With the latest sale, 
W&kK has disposed of over $22-million worth of 
Manhattan properties. 


New Rules Give SBICs Freer Hand 
For Investing in Equity Securities 


Ihe Small Business Administration this week issued 
new regulations which eased restrictions on investments 
in equity securities by small business investment com 
panies (SBICs). ‘These moves came after Congress, 
acting on complaints about the inadequacy of the law, 
made changes in June in the Small Business Investment 
Act of 1958, which covers SBICs. 

Until now, financing activities of SBICs have been 
limited to making long-term loans and purchasing unse- 
cured convertible debentures. Under the new regulations, 
SBICs may now follow “normal” investment practices in 
financing small business. They may purchase secured 
debt securities that carry conversion privileges, debt 
that has either detachable or nondetachable stock pur 
chase warrants or options, or any class of stock with or 
without warrants, options, or conversion privileges 

At the same time, the SBA has dropped a regulation 
that required a company obtaining equity capital from 
a small business investment company to invest from 
2% to 5% of the amount in the SBIC’s stock. 

SBA officials expect the new provisions will lead to 
increased activitv for SBICs and to greater interest in 
formation of new ones. However, some observers point 
out that equity investments have always been available 
indirectly via purchase of convertible debentures, and 
.predict that most SBICs will continue to deal mostly 


in them 
« e e 


Finance Briefs 


Shareholders of Honolulu Rapid Transit Co., one of 
Harry Weinberg’s collection of city transit companies 
(BW —Jul.10°60, ps4), have had to swallow a stiff dose of 
medicine. HR'T’s board has voted to omit preferred 
and common dividends normally paid Sept. 15, and a 
letter to shareholders suggests there's little chance fo 
a change unless the company wins a fare increas¢ 


Dividend cuts are coming at a faster pace as companies 
get a second look at what the shrinkage of profit margins 
is doing to earnings. Last week, Montgomery Ward 
halved its dividend to 25¢ in order to preserve its cash 
In addition, Continental Copper & Steel Industries re 
duced its payment, and Dayco omitted its dividend 
This follows August cuts bv Scripto, Consolidate: 
Freightways, [1 Circuit Breaker, and Bridgeport Bras 
among others, as well as omissions by Lockheed, Merritt 
Chapman & Scott, and Foote Mineral 
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Fastest, easiest way to address 
your multiple carton shipments 


Weber ““Touch-Stenciling”’ replaces labels and 
stencils boards. It’s fast, neat and systematic 


Want a quick, easy way to address 
shipping cartons? Then try this new 
Weber “Touch-Stenciling” system 
—means no more stencilboards, rub- 
ber stamps or label typing. 


Shipping cartons, pre-printed with 
“Ship-To” label frames, are address- 
ed by simply printing the custom- 
er’s name and address within the 
frames with a Web-O-Print hand 
duplicator. It prints from a stencil 
that you can type or handwrite. 
Just a “touch” on the carton leaves 
a clear, sharp, permanent print. 


With a smooth, one-hand motion 40 
to 50 cartons can be addressed in a 
minute. After the shipment is ad- 
dressed the stencil is thrown away, 
saving filing time and space. 


Weber stencils can be prepared as 
part of your order-invoice writing 
procedure to save time and elimi- 
nate shipping errors. They can be 
cut as a by-product of forms typing 
on manual or electric typewriters, 
automatic accounting machines and 
other modern office equipment. 


FREE BOOKLET TELLS SAVINGS STORY! 
Write today for new booklet—How to Save Time 
and Money with ‘‘Assembly Line’ Shipment Addressing 
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all principal cities 
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Flight of C€ 


Hot money and haven money 
are pouring from New York to 
London and Frankfurt, arousing 
fears of domestic and 
national complications. 


inter- 


There’s been a big increase this sum 
mer in international capital movements 
—the flow of money from one country 
to another Some of it is “hot” 
money—highly liquid funds out for the 
highest possible yield on a short-term 
basis. Some of tt is “haven” 
which prizes safety of capital over yield 
or potential gain. 


(map 


money, 


his week, both hot money and 
haven money is flowing out of New 


York to Europe, particularly to London 
and Frankfurt. Similarly, money is 
making its way out of Belgium, Cuba, 
Mexico, and the Union of South Africa. 
Ihe tide has reached such proportions 
that the German central bank has 
taken steps to stem the influx; so have 
the Swiss, tradi 
tional haven for flight capital 

e Speeding the Flight—Most of the cap- 
ital leaving the U.S. comes into the 
category of hot money lured by the high 
available in forei mal 
(American corporati 


whose country is the 


vields 


kets. 


gn money 
ns with sur 


plus cash available are among those 
switching their funds overseas.) With 
the Federal Reserve following more oft 


g 
an easy-money policy, most short-term 


Treasury obligations yield about 24° 
In contrast, short-term urities in Lon 
don are vielding more than 54%, so that 
even when investors hedge against a fu 
IT declin 1 Sterling, ft pread in 
ites favors flight fro the dollar 

But a good deal of the fl of inter 
national currenc\ ig safety above 
ll. This is apparent fr the influx of 
funds into Switzerlan h open 
narket rat re | v those prevailing 
nvwhere cl Ch k rat 1 Switz 
crland is only 2 Since July, son 
$250-million in foreign funds has m 
into Switzerland hiefly f n Bel 
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risky position 

There’s little ob is sign that the 
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Capital Abroa 


© Business weex 


used to flow into the U.S. from coun- 
tries like Mexico, Cuba, and Venezuela, 
is now going abroad, and this represents 
a loss of haven capital. 
* Gold Bid Up—The big shift in cur- 
rencies is also reflected in the London 
gold market, where the price of gold 
last week was bid up to $35.15 per oz., 
the highest level since free trading in 
gold reopened in March, 1954. (The 
U.S. Treasury buys gold at $34.9125 
per oz., sells it to foreign governments 
and central banks at $35.0875 an oz.) 
British gold dealers report that the 
rise in the price is largely due to buying 
by European central banks, which have 
had a big increase in their holdings of 
dollar assets, normally exchange part of 
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their dollars for gold, but hesitate to 


intensify the drain on the U.S. 
stock. 
¢ Danger in the Air—Ever since most 
foreign currencies became convertible 
with the dollar in January, 1959, there 
has been a steady rise in the flow of 
hot money. Normally, central bankers 
aren't bothered by such shifts. They 
regard them as temporary and, in time, 
self-reversing; for when money flows 
to one area from another because of a 
spread in interest rates, the demand 
that is created eventually narrows the 
spread. 

This time, however, central bankers 
are clearly worried. For the flow is not 
simply a case of investors being lured 


gold 


Worries Bankers 





by high rates—there’s also a great deal 
of scare capital on the move. ‘There's 
real fear that if the U.S. economy 
weakens, something more like a flood of 
capital would go abroad. 
¢ Mostly Tight Policies—Most Eu- 
ropean countries are enjoying a full- 
fledged boom, one that has them con- 
cerned about inflationary pressures on 
prices and wages. That’s the reason 
their central bankers, almost without 
exception, are pursuing rigorous tight- 
money policies. The influx of foreign 
funds, particularly dollars, is an em- 
barrassment, for it brings an excessive 
and inflationary liquidity to their bank- 
ing systems. 

If the flow of hot money continues, 
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bankers feel that it could be a major 
factor in shaping domestic monetary 
policies. It is already having just this 
effect in Germany and Switzerland, 
where the influx of funds is adding to 
bank reserves at a time when authori- 
ties are seeking to cut down the amount 
of credit available. (German banks, for 
example, have recently agreed to a freeze 
on some of their reserves by subscribing 
to a special issue of 2-vear Treasury bills 
at 54%. And Holland has a new ar- 
rangement that takes away some of 
the profit incentive of the Dutch banks; 
they have to put up special deposits if 
they make loans at a faster rate than 
deemed desirable.) 

¢ Self-Protection—Under the prevailing 
conditions, most foreign governments 

ind their central banks—give priority to 
the domestic situation. So does the 


Fed. That’s why itis easing. credit 
now, bringing down rates in New 


York’s monev market, despite the fact 
that this means losing funds to. high- 
vielding monev markets in foreign coun 
tries 

But foreign governments must pro- 
tect themselves, too. With their econ- 
running full-tilt, thev have to 
tighten credit in order to keep infla- 


OmICS 


hionar\ pressures from getting out of 
hand. This means high interest rates, 
which attract foreign funds and_par- 


ticularly dollars. The result is an exag 
geration of the spread between U.S. 
rates and those ind a step-up 
in the flow of funds. 
¢ To Adjust Itself—The Fed and the 
U.S. Treasury are confident that the 
current outflow of dollars—and of gold 
will not be a permanent 
problem. The nation’s money managers 
feel that the sharp divergence in eco- 
nomic activity between the U.S. and 
Europe cannot continue indefinitely. 
Ihev sav that as long as our trade bal- 
ance—as distinct from our over-all bal- 
INCE of payments position—remains 
healthy, the outflow of funds is even 
tually bound to reverse itself. 

These officials concede that there is 
little prospect for such a change over 
the next six months—perhaps 
longer. But the majoritv are confident 
that todav’s increase in the outflow. of 
short-term capital funds is not serious 
Vhev regard being a “normal” 
reflection of current conditions—the 
U.S. balance of payments deficit and 
the spread in international rates brought 
about by a boom abroad and a sag at 
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home 
As one Fed official puts it: “The 
trouble is that we haven’t been living 


in a normal world. Now we are, and 
a lot of people regard it as abnor- 
mal.” 

¢ Bankers Worry—While the Fed is 
confident, some bankers here and in 


urope are not. 
the U.S 


Chey point out that 


has lost some $290-million in 
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gold in the past few week flow 
like this 


continues at anything rate, 
thev say, it might make central banks 
ibroad afraid that the U.S 

the drain and lead them to demand 
more gold—and thus create an interna- 
tional currency crisis. 

So far, there is no sign that this is 
happening. Most foreign central bank 
ers look upon dollars as their secondar 
they don’t want to put the 
U.S. under pressure that would mean 


can't stand 


reserves; 


retaliatory action. If the U.S. were 
forced to devalue the dollar in terms 
of gold, world trade might have to 


shrink. 

Ihe Fed says that it is closely watch 
ing the drain on our gold supply. Savs 
me spokesman: “It causes no alarm.” 
But, he adds, outflow 
of capital carries a threat—there’s alwavs 
the feeling that something bi 
be touched off.” 

he Fed also is asking its 1 
banks to look into the extent and causes 
of short-term capital that 
haven't recorded as noteworthy 
The facts won’t be available 
months, but theer are indications of 
substantial outflows that have not been 
reported—mostly into London and, to a 
lesser extent, to Canada, Germany, and 
Switzerland 

lhe Fed's relatively passive stand is 
in sharp contrast with that of European 
bankers, who are worried about the in 
stability that the upsurge in capital 
movements has created. 
¢ Swiss Situation—T'he Swiss are a case 
in point. The Swiss banks have signed 
a gentlemen’s agreement that puts a 
number of restrictions on foreign ac 
counts opened after July 1. Two of the 
most severe: New depositors will have 
to pav }% interest quarterly plus bank 
ing charges, and withdrawals of foreign 
funds will require three months’ notice 
(U.S. bankers doubt that the Swiss will 
be able to enforce the latter rule, how 
CcvVcr.) 

Ihe Swiss are taking a leaf from the 
Germans, the. most orthodox of the 
central banking fraternity, who had al 
ready slapped restrictions on short-term 
capital movements The Germans 
stopped interest payments on foreign 
deposits in German banks and on for 
eign holdings of Treasury bills 
¢ Loopholes—The clampdown, though, 
has a number of loopholes. For ex 
ample, it doesn’t block repatriation of 
funds—and the volume of short-term 
assets is still rising. here has also'’been 
significant buving of German securities 
by speculators who—perhaps wishfull 

expect the Germans eventually to in 

crease the value of the 
relative to the dollar and other cur- 
effect, thev are taking a 
long shot bet on revaluation of the 
German mark. 

So the Germans hay 
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ember 
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for several 


deutschemark 


rencies In 


taken further 


Bundesbank is now ofterin 


steps. The 


a premium of | on currency switches 
from D-marks into dollars. This is to 
encourage German banks to lend abroad 
ind to discourage German industry 
from borrowing abroad to finance 
ports. 

¢ Flow to London—The British feel 
thev are suffering the most. Since th 
Germans and the Swiss have set up 


their barriers, the flow of hot money to 


London—whcere interest rates are appré 
ciablv higher than in the U.S.—has 
intensified 

\ large part of the money going to 
London is invested directly in Treasury 


bills. This does nothing really to weaken 
the Bank of England’s squeeze on th 
liquid reserves of British banks, but the 
British feel that the flow of hot money 


obscures seasonal purchases of dollar 
commodities and is disguising thei 
balance of payments deficit Once 
U.S. companies stop taking advantage 
of the spread n rates, they fear, things 
will look worse by comparison 

¢ Long-Range Worry—The bulk of 
the money going abroad seems to be 
merely seeking higher. yields, which 
might —b¢ xpected to return once 
the differentials in vields disappe¢ ir. But 
there could be trouble if short-term 
investing abroad becomes the fashion 
imong a wider segment of U.S. in- 


vestors 

\ long-term trend could mean much 
larger swings in the U.S. balance of 
payments in response to changing con- 
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ditions in the international 1ONey 
markets. Even without the outflow of 
short-term funds, the U.S. balance of 
payments will show a deficit of be- 
tween $2-billion and $2.5-billion this 
vear. This could put more pressure on 
the Fed to tailor its monetary policy to 


the balance of payments, rather than to 


domestic trend 
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One official put it this wat “This 
hot money is like the bilge in a boat 
It sloshes back and forth without hurt 


ing anvone much as long as there isn’t 


too much of it. But bevond a certain 
point it greatly increases the instability 
of the boat 

Some British observers believe that a 
delicate situation could exist later in 
the vear, when their gold reserves might 
be falling but would still be swollen by 
hot mone Thev contend that an 
move then by the Bank of England 


toward easier credit might cause loss 
f confiden 
has been ex 
with 
the only 


pound. (Sterling 
eptionally strong of late, 
the Bank 
seller So thev are 


for an early reduction 


6% bank rate 

However, the consensus 
British won’t lower the bank rate unt 
lone 
them that a cut is necessarv t 
late the « END 
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Engineered by Tinnerman... 


SPEED CLIPS‘ reduce costs, simplify assembly 
and servicing on Maytag “Halo of Heat” Dryer 


Clothes are dried efficiently in the famous Maytag 
“Halo of Heat” automatic dryer. And now the 
quality of the “Halo of Heat’ dryer is even better 
than ever because its unique circular heating ele- 
ment is fastened quickly, securely by 22 special 
Tinnerman SPEED Cures developed by joint efforts 
of Tinnerman and Maytag designers. 

Each one-piece SPEED CIP eliminates a separate 
welding operation on the “Halo of Heat” assembly. 
Various screw-driving operations formerly required 
on Maytag’s assembly line to capture the ceramic 
insulator and secure the mounting clamp were also 
eliminated, with equally interesting reductions in 
cost. Now, the stainless steel, vibration- proof 
fastener is snapped in place with simple “‘button- 
hook” action. No special skills or equipment are 
required. Assembly and parts costs have been 
reduced ... substantially! Serviceability in the field 
has been improved. 


A free Tinnerman Fastening Analysis of your 
own product can show you where similar assemb!\ 
and cost-saving advantages are possible. Call you: 
Tinnerman representative—he’s listed in the Yel!o. 
Pages under “Fasteners”. Or write to: 
TINNERM™MAN PRODUCTS, INC. 
Dept.12 +» P.O. Box 6688 «+ Cleveland 1, Ohio 


TINNERMAN 


FASTEST THING IN FASTENINGS® 


CANADA: Dominion Fasteners Ltd, Hamilton, Ontario. GREAT BRITAIN: Simmonds Aerocessories Ltd. Treforest, Wales. FRANCE: Simmonds $A. 3 rue Salomon de Rothschild, Suresnes (Seine). GERMANY Mecano Bundy GmbH. Heidelberg 








New switch: 


with a free lighting policy 
you can enjoy, too! 


Mutual of Omaha, world’s largest exclusive health and 
accident insurance company, knows its business. And it knows 
the importance of business costs, too. That’s why it insists 
on the lowest possible TCL—Total Cost of Lighting—and 
insurance to cover it. 


Lowest TCL—(cost of lamp plus power plus maintenance)— 





Sylvania insures 


is what Sylvania lamps give you every time. And we back 
it up with a policy guaranteeing that Sylvania fluorescents 
give you more light at lower cost than other brands, in your 
Opinion—or your money back. With such a guarantee, the 
purchase of premium-priced lamps is unnecessary. 


Only Sylvania offers this insurance. Mutual of Omaha 
has it. Do you? 
Sylvania Lighting Products, A Division of Sylvania E t P d Inc., Dept. 57. 


60 Boston Street, Salem, Mass. In Canada, S nia E (< ada) Lid., P.O. B 
@ 2190 Station ““O,” Montreal 9. 
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Assuring the Performance 
of Sylvania Fluorescent Lamps 
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Their lights twinkling in the night, petrochemi- 
cal plants along the Houston Ship Channel symbolize 
an industry that annually feeds more than $3-billion 
worth of vital products to the world—but that now 


has to live with slower growth and a burst of com- 


petition from the powerful oil industry. 
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Challenges 


i fn petrochemical industry, only a few 
years one of the fastest 


o 
ago gto 


ing businesses in the nation’s history, 


is bracing itself for a siege 
It is already beset by troubles 
margins are shrinking. There is 


Profit 


OvVeT 


capacity in a number of basic products 


Wages, taxes, and raw material costs 
are spiraling. 
Now the industry faces what 
be the worst threat of all—a 
vasion of its markets by the rich 
powerful oil industt The 
chemical business consi 


the upgrading of 


| 
basically 
hydrocarbon 
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oleum and natural gas into a variety 
increasingly important 

| industry was in petrochemical 

m at an early date. But the 
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¢ Coming of Change—Reg 
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companies penetrate deeper into petro 
chemical production. The changes wil 
have*a significant impact elsewhere in 
U.S. business, too. This is especiallh 
true because the petrochemical indu 
trv is so closely tied to a 
other industries. 
¢ Difficult Entry—Executives of | 
chemical companies are far from agi 
ment on how to meet the threat fr 
the oil industry. Some few beli 
there is no reason to worry at all. Oth 
maintain that the rapidly shrinking 
profit margins in petrochemical produ 
tion will certainly 
executives to pull up before spendin 
much more on expansion 
icals 

In this school 


number of 





cause oil compan 
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of thought, th 
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Surge pipes for gas at Carbide. 


a. Re | y | 


~ 


| wd 
> - , % Wiz 








Loading dock for plant’s output. 
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Petrochemicals Gurgle Through Maze of Pipes 


Production of petrochemicals in the U.S. is centered in elaborate complexes of facilities that 
suggest a plumber’s nightmare. Plants cheek by jowl in areas such as the Houston Ship Channel 


sprout a crazy profusion of pipes, fractionating towers, compressors, furnaces, and tanks. Out of 
the apparent confusion flow materials for plastics, agriculture, paints, synthetic fibers, explosives, 


dyes, drugs, and a myriad of other industries. 


High-pressure storage tank for propane and butane at Petro-Tex facility. 


other sound business reason for oil 
companies to curb their enthusiasm for 
petrochemicals: to avoid further alien 
ation of the established petrochemical 
companies, which have been their good 
customers for years. For this reason, 
some think oilmen will decide to be 


Pipelines (left) carry raw ma- 
terials and finished products. 
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satished with operating on the fringe 
of petrochemical 
up high-tonnage, low-profit business the 
chemical companies don’t want, for one 
reason another. 

e Added Hurdles—There are other ob 
stacles to the newcomer in petrochemi 
cals. The decision to get into the busi 
ness commits a company to a huge 
capital investment before any sales proht 


production—picking . 


can be realized. An extremely compli 
cated technology can be involved 
upgrading the hydrocarbon molecul 
his means the neophyte needs a maj 
research and development program 
Moreover, competition inside the in 
dustry is fierce. Even for firmly en 
trenched companies, it becomes vast; 
more difficult each year to find profita 
ble new products or to gain an edge ort 
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General American’s 


Bulk shipping is economical. Purity is equally impor- 
tant when you're shipping dry foodstuffs, brewers’ 
ingredients, chemicals, minerals or feeds. That’s why 
the General American Dry-Flo car is such a favorite. 
It keeps bulk shipments clean. 

This unique covered hopper car is easy to load and 
unload (either pneumatically, or by gravity.) Once 
the car is loaded and hatches sealed, no outside air 
can enter. Result the Dry-Flo car keeps bulk 
shipments pure while it keeps costs down. 


The Dry-Flo gives you all these advantages . . . yet 


GENERAL AMERICAN 


TRANSPORTATION 


Imagination at work 


for Industry 












Dry-Flo® car keeps bulk 
shipments pure while it keeps costs down 


is competitively priced with other covered bopper cai 
You may not buy covered hopper cars—but we 


think you'd ‘buy’ the kind of thinking that produced 


them. Whether your problems relate to transportatior 
or storage, to mixing, drying or conveying... to nickel 
coating, fastening or plastics molding—General 
American's broad experience and directed imagina 


tion can help you. 
Whatever you mine or manufacture, proce 
or ship, let us show you why if pa plan witl 


General American. 


CORPORATION 


135 South LaSalle Street 
Chicago 3, Illinois 
Offices in 
principal cities 
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competitors by 
methods. 

¢ Unconvincing Argument—However, 
none of these very real problems seems 
to be discouraging oil companies from 
pushing further into petrochemical 
production. 

Just as the petrochemical industry 
today is suffering many complaints as- 
sociated with its new-found maturity, 
the oil industry is also struggling with a 
number of seemingly insoluble woes 
Oil profits are skimpier and harder to 
get today than ever before. These days, 
a rancher cannot be assured of a new 
Cadillac simply because he finds oil on 
his land. The serious oversupply of 
crude oil in the U.S. keeps the produc 
tion valves closed for all but eight days 
a month in Texas. The price structure 
of crude is shaking. The independent re 
finer is suffering especially, but in even 
the largest and most efficient companies, 
the profit margin on crude oil produc- 
tion, refining, and marketing is slim 

This situation has convinced most oil 
companies that they must seek new 
and more stable sources of revenue. 
They have widespread interest in in 
vesting in more petrochemical produc- 
tion facilities. 
¢ Profitable 59—There was a time 
when a big refinery was more than happy 
to sell its offgases—LPG gases produced 
in the refining process—to chemical 
companies for upgrading into petro- 
chemicals. These abundant gases, such 
as butane, propane, and ethane, were 
the basic building blocks of the petro- 
chemical industry, but they meant littl 
to the oil industry. They amounted to 
only about 5% of what could be ex 
tracted from each barrel of crude. 

Today, however, upgrading that 5% 
and selling it for the relatively higher 
prices commanded by petrochemicals- 
can spell to some oil companies the 
difference between just skinning by and 
operating at a comfortable profit. 
¢ Up the Line—Humble Oil & Refining 
Co., a subsidiary of Jersey Standard, is 
blunt about the reasoning behind its 
most recent move into petrochemicals 
a $30-million investment in a_poly- 
propylene (plastic) plant at Baytown, 
ex. (BW—May21’60,p109). “We sim- 
ply decided,” savs one company spokes- 
man, “that there wasn’t any money in 
just selling petrochemical building 
blocks any longer. So we decided to 
move up the line a little . . . and convert 
some of our own stock into higher 
selling materials.” 

William Keeler, executive vice-presi- 
dent of Phillips Petroleum Co., states 
the argument for an oil company’s move 
into petrochemicals even more specifi 
cally. Says Keeler: “Crude liquid hy- 
drocarbons [oil or natural gas] are gen- 
erally priced in the vicinity of 1¢ per lb 
By conversion to gasoline or some other 
fuel, the oil company is able to add a 


improving processing 
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GROWTH OF PETROCHEMICAL INDUSTRY 
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penny to their original value. But by 
conversion to a petrochemical, it can 
boost the sales price pet lb. of the 
original hydrocarbon stock material an 
average of 10¢ to 15¢. Conversion of 
natural gas into ethvlene and then into 
polyethylene represents a 28-fold up 
grading of the raw material stock.” 

e Profits for Few—These factors make 
increased petrochemical production a 
natural for oil companies. Many chemi- 
cal company executives even admit that, 
were they faced with the problems of 
oil producers today, they would proba- 
bly be considering similar measures 
But thev are united in their conviction 
that only the wealthiest oil companies, 
willing to spend vast quantities of 
ind effort in perfecting petro- 
chemical technology, will make much 
immediate profit out of their 


money 


ven- 
tures 

What it may come down to eventu- 
ally, according to E. E. Fogle, president 
of Union Carbide Chemicals Co., a 
division of Union Carbide Corp., is 
how long the rank and file of the oil 
industry can afford to compete with th 
chemical companies 
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Of course, some oil companies, such 
as Shell and Standard of California, 
have been in petrochemicals for many 
vears. Their stake, built on a firm tech 
nological base, will surely continue to 
grow. For others, just now venturing 
into advanced petrochemical produc 
tion, bitter disillusionment could be 
ahead. 
¢ Slight Relief—There may be some 
temporary palliatives for the situation 
such as mergers or acquisitions, or even 
the declaration of an armed truce with 
the chemical industry and the setting 
up of joint petrochemical-producing 
companies. But the staunchest sup 
porter of either side has to admit that 
eventually something will have to give 
The U.S. market cannot hope to ab 
sorb all the products with which it will 
be flooded if the oil industry gets into 
petrochemical production much fur- 
ther. 

Already the first signs of the flood 
have started to appear. Many petro- 
chemical markets are already saturated 
There is severe overcapacity in a num- 
ber of key production items. Prices are 
dropping. A number of companies 
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looking for more inviting climes, arc yperates and how it fits into industry a butadiene ints along th 
channeling expansion money overseas whole—this report will attempt to Golde t’’—a strip of Gulf of 
Against a backdrop of the U.S highlight the chief factors in the strug Mexic t running 700 miles from 
petrochemical industry today—how it gle of giants that may lie iuhead New Or to Brown lex., an 
inland a ximat nile Toda 
ss 4 this ar itain I than 50 
|. Why Petrochemicals Are Appealing {0's 2s eek. 
pacity. In less than two decades, it h 
What is the shape of the petrochemi lion invested in all the prewar years become t irgest ncentration of 
cal industry today? Which are the com Capacity for turning out the petro petrochemical productivity in the work 
panies now threatened by oil company chemical building blocks has been grow outstripping tl rewar petrochemi 
competition? And just what is a petro ng at close to 20% annually in the centers of I De 
chemical? U.S. since 1948; intermediate petro ¢ Numerous Neighbors—In the pet 
An etymologist—and many a petro- chemical capacity has been trailing close chemical ne t idvisable f 
chemical executive—might argue that behind, at a 14% annual growth clip. economic and technical reasons to bu 
the word “petrochemical” describes ‘The roster of leading U.S. petrochemi a number of plants in juxtape 


nothing—least of all an industry or a_ cal producers (table, page 3) today tion. As a re t. eight maior clusters of 


lass of product. For petrochemical _ reads like a blue book of U.S. industn petrochem facilities can toda 
literally means “rock alchemy.” Industrial giants such as du Pont and  identific the Golden Crescent. Th 
Generally speaking, however, the Union Carbide now derive approxi biggest plex it Houston and 
vord is understood to describe a chemi mately half their annual income from Beaumont 1 pou it hundreds of 
il material made from hydrocarbon _ sales of petrochemical-derived products products ne a int for mor 
raw materials, derived wholly or ver And the list of top petrochemical pri than 3 f total U.S. petrochemi 


American 
Spe ncer 


ducers also includes names lik« 
Olin Mathieson, 
Chemical, and Hercules Powder 


largely from petroleum or natural gas 
ll the 


iromatic, and naph 


Capac 1T" 


CAPITAL SPENDING 


sources. Petrochemicals include Cvanamid, 


o-called aliphatic, Four 


thenic organic chemicals as well as all il companies are included in the list 
their numerous derivatives. A few in of top volume producers: Standard Oil IN PETROCHEMICALS 


rganic materials—such as ammonia and Co. (N. J.), Shell Oil C Standard (billions of dollars) 


carbon black—also are generally in- Oil Co. of California, and Phillips oe 

luded under the petrochemical ban Petroleum Co 

ner, because they're obtained during 

the process of upgrading the hydro- A Child of the 1920s 

irbon molecule 

¢ A Sizable Family—Production-linc Historically, the start of the U.S kines 
industry 1s : 


petrochemicals include evervthing from 
building block materials, such as acety- 


petrochemical generally 


placed in 1920—when Standard of New 


lene, ethylene, propylene, butylene, and 
butadiene, to intermediate materials 

ilcohols, acetaldehvdes, glycols, and cet bide, 
\ family tree was not fat 


Jersev first produced commercial quan e , 4 
tities of isopropyl alcohol. Union Cai 
nother petrochemical I 


behind with the comme: 0.5 


tain chlorine derivatives 


f some chief peti chemicals ip cial production of ethvlene and ethy 
pears on page 69.) End products out lene derivatives. 
‘f the petrochemical test tube flow into But it was not until the late 1920 


ilmost everv other industry—from rub nd early 1930s that the industrv reall 





ber and _ plastics to drugs and food began to take form In 1928, Cities Se ee ee Se ee aie ed 
stuffs table, page 58). Recently, the Service started marketing methanol and 1955 "57 159 63 
market for petrochemicals has been formaldehyde, made from natural ga 
broadening dramatically, as shown bv Shell Chemical, in the early 1930s, Dinter i Wi Raltea Ce seseicnais'siouain 
the increases in miscellaneous uses in idded ammonia (from natural gas 
the end products tabl butvl alcohol, methvl ethyl ketone, and Oby G 1 Crescent ha 
More than 3,000 different petro then a varietv of other acetone deriva compelling attract f th t 
hemical production items are listed in _ tives About the same time, Dow chem 
the most recent Dept. of Commerce Chemical began work on a commercial e Upto 7 f all pet 
urvevs. By volume, thev constitute method of producing butadiene from leum res U.S thin 
mly 30% of all chemicals produced hydrocarbon raw materials isv pipelin f th 
mnually in the U.S. But in value, © Wartime Boost—But when World e Water transportation immed 
they represent more than 57 of the War II broke out in 1941, the U.S itelv available to shi ducts to lucra 
$6-billion total U.S. chemical sales petrochemical industry was not a pat ve markets in tl istern U.S 
olume. Fifty of the 3,000 petrochemi ticularly robust baby. Only four major abroad or, by Intercoastal Canal, u 
cals now being produced are considered _ petrochemical plants, for example, were _ the Mississippi to Chicago and the Mic 
big-tonnage items. The rest sell in located in the Texas-Gulf area: Shell’s — west 
quantities ranging down to a_ few it Pasadena, ‘Tex.; Carbide’s at Texas e The flat Texas-l ( ) 
pounds annually. The industry's annual City, Tex.; Dow’s at Freeport, Tex., is ideally suited for the construction of 
total output is now 50-billion Ib ind Jersey Standard’s at Baton Rouge, underground pipelines, necessary t 
¢ Shooting Up—Its growth rate—espc La move petrochemical raw materials an 
cially since the end of World War II However, war soon brought the in- intermediates easily from plant to plant 
has been fantastic. Since 1948, U.S. lustry an unexpected shot in the arm e Fresh wat nd salt mes 
petrochemical producers have invested lhe government had an imperative immediately availabl 
in impressive $7-billion in production need for synthetic rubber. So, between If the Gulf Coast petrochemi 1] 
facilities in this country alone Phis 140 and 1950, it spent $900-million dustry had not been able to ship 
ompares to something short of $2-bil to build 30 major synthetic rubber, products and interchange its material 
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Now .. . wherever strapping materials are used — 
selected local distributors offer new AVISTRAP cord 
strapping for a full range of packaging needs. 





9 stat as technical service by experts—a highly- trained 
staff assists users in getting every benefit, every saving 
possible with AVISTRAP cord strapping. 


AVISTRAP CO 


Made from high-tenacity Avisco® rayon, AVISTRAP cord 
strapping out-performs metal strapping and reinforced 
tapes—at lower cost—in many applications. AVISTRAP 
is easy to handle; all coils weigh 21 Ibs. Yardage equals 


oERVIC 


New tool and 


" 








service—tTools, seals and ac- 


cessories available for immediate delivery from distrib- 
utors’ stocks. Repair service free on all tools. 





Fast, dependable deliveries — an extensive distributor 
network, local inventories, assure oo service 
for AVISTRAP users throughout the U. S 


RD STRAPPING 


100 Ib. coil of comparable width steel strapping. 
And AVISTRAP has no sharp edges, does not lash 
out if broken. Call the AVISTRAP distributor nearest 


you for a demonstration in 


your plant. 





ALABAMA 
Birmingham Dillard Paper Co 
Mobile. . .. Paper Products Co. 
CALIFORNIA 
Los Angeles Blake, Moffitt & Towne 
San Francisco Blake, Moffitt & Towne 
COLORADO 
Denver ‘ Dixon & Co. 
CONNECTICUT 
New Haven .. Chatfield Paper Co. 
GEORGIA 
Atlanta wa Dillard Paper Co. 
Augusta Dillard Paper Co. 
Macon Dillard Paper Co. 
IDAHO 
Boise ... .. Dixon & Co. 
{ILLINOIS 
Se Chicago Paper Co 
Chicago....... “Joseph Weil & Sons, Inc 
INDIANA 
Indianapolis .. Capital Paper Co. 
KENTUCKY 
Louisville . Presque Isle Paper Prods., Inc. 
LOUISIANA 
Monroe..... . Bancroft Paper Co. 
New Orleans. Columbia Paper Co. 


AMERICAN VISCOSE CORPORATION, 


MARYLAND 
Baltimore Fiber Products Co. 
MASSACHUSETTS 
Brockton J. C. Campbell Paper Co. 
Cambridge Stone and Forsyth Co. 
Gardner. Symons Paper Co. 
West Springfield Carter Paper Co. 
Worcester J. C. Campbell Paper Co. 
MICHIGAN 
Detroit Beecher, Peck & Lewis 
Detroit Union Paper & Twine Co. 
Flint . .Beecher, Peck & Lewis 
Muskegon Steindler Paper Co. 
MINNESOTA 
Minneapolis ..Martin Falk Paper Co. 
St. Paul Anchor Paper Co. 
MISSOURI 
St. Louis.. Rosenthal Paper Prods. Co. 
MONTANA 
Billings Dixon & Co. 


NEW HAMPSHIRE 


Manchester.. .J. C. Campbell Paper Co. 
NEW JERSEY 

Newark Ringel Brothers 
NEW YORK 

Brooklyn S. Posner & Sons, Inc. 


Buffalo Hubbs and Howe Co. 
Long Island City. Herbert A. Post, Inc. 


INDUSTRIAL PACKAGING DEPT., 


“Trademark American Viscose Corporation © Patents pending 


NORTH CAROLINA 
Charlotte Dillard Paper Co. 
Charlotte ‘ Selta Corp. 
Greensboro Dillard Paper Co. 
Raleigh Dillard Paper Co. 
Wilmington Dillard Paper Co. 
Winston-Salem Dillard Paper Co. 
OHIO 
Cincinnati Anchor Paper Co. 
Cincinnati Chatfield Paper Co. 
Cleveland .Gascon Paper Co. 
Cleveland Union Paper & Twine Co. 
Columbus Scioto Paper Co. 
Columbus .. Standard Paper Co. 
OREGON 
Portland Blake, Moffitt & Towne 
PENNSYLVANIA 
Erie. .Hubbs and Howe 
Phila. Whitemarsh Paper & Spec. Co. 
Pittsburgh Chatfield & Woods Co. 
Scranton Megargee Brothers, Inc. 
RHODE ISLAND 
Pawtucket J. C. Campbell Paper Co. 
SOUTH CAROLINA 
Columbia Palmetto Paper Co. 
Greenville Dillard Paper Co. 


1617 PENNA. BLVD., PHILA. 3, PA. 


TENNESSEE 
Knoxville. .. Dillard Paper Co 
Memphis.....Mayer Myers Paper Co 
Nashville ..Clements Paper Co 
TEXAS 
BMI de cc te ww Dixon & Co 
UTAH 
Salt Lake City...... Dixon & Co 
VIRGINIA 
Bristol aa .. Dillard Paper Co. 
Roanoke ..........Dillard Paper Co. 
WASHINGTON 
Seattle......Blake, Moffitt & Towne 
WISCONSIN 


Milwaukee. .John Rauschenberger Co 
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AVISTRAP. 


CORD STRAPPING 





4] 
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so conveniently, it’s entirely possible later, when the government put its from any other, and many of them pro 
that it would have developed far more synthetic rubber-making operation up duced and sold items needed by others 
slowly. for sale, Monsanto purchased for some So it was quickest and simplest to pipe 
Of course, since the oil industry is $10-million the plant it had been op- in raw materials from the oil and gas 
also centered around the Gulf Coast, erating and jumped into the petrochem- fields to the petrochemical plants—and 
many of the same advantages will apply _ ical business in earnest. ilso to relay some key building block 
to it as it moves deeper into petrochemi Monsanto’s plunge at Texas City chemicals from plant to plant by pipe- 
cals. Oilmen are aware of this, and it received a setback in 1947, when its _ line as well 
is among the factors drawing them plant facilities were all but destroyed ¢ ‘Spaghetti Bowl—Today, the petro- 
toward the petrochemical business by a disastrous explosion that also chemical companies in the Houston- 





























leveled much of the community. But Beaumont areas are virtually locked 
A Company Case Study the company had had a taste of petro- together by ze of underground 
chemicals and found the business to pipelines (map, pages 66 and 67), com- 

A classic example of how the petro its liking. Texas Citv was rebuilt. B« monly known as the “Spaghetti Bowl.” 
chemical industry grew is offered by the — sides a styrene plant, Monsanto put The key material in the network is 
Monsanto Chemical Co. Aided in part in ethylene-producing facilities. Then  ethylen f which the major supplier 
by the government’s interest in petro- came more styrene and units to make — is Gulf Oil Co. Gulf pumps about 400 
chemical production during World War _ vinyl chloride and acrylonitrile. As the million |b. of it into the Spaghetti Bow] 

II, Monsanto, like many other chemi- _ years rolled by, the company added fa- complex every vear. But there are also 
cal companies, found itself inevitably cilities for high-purity ethylene, meth- hundreds of mil f other pipeline 
drawn more and more into the burgeon- anol, and polyethylene. A tight little connecting the plants and carrying not 
ing new field. complex of facilities was in operation only brine, natural gas, and crude oil, ; 

Monsanto won its first toehold in ¢ The Complex Grows—At the same but also such things as acetylene, h } 
Gulf Coast petrochemicals in 1941, time, a number of other chemical com- drogen chlorid dium hydroxide, and 
when it purchased a 30-acre tract in panies had also bought former gov- methyl isobutyl carbinol 4 
Texas City, along the Houston Ship ernment stvrene rubber facilities as the Not all the U.S. petrochemical com- 
Channel. On this land, Monsanto was _ basis for petrochemical production. In _ plexes are confined to the Gulf Coast, 
to build and run for the government a lexas City, along with Monsanto, Un of cours Phe 1 eral big con 
20,000-ton-a-vear stvrene plant—badly ion Carbide was starting to build a centrations of facilities elsewhere (map, 
needed in the synthetic rubber pro- petrochemical complex. In Freeport, page 6+). Generally, however, these 
gram Tex., Dow was at work on the be facilities are self-contained, with little 
¢ Buying Uncle Sam Out—At the end — ginnings of a giant $700-million petro- interchange of products between th 
of the war, Monsanto, along with others chemical complex. In the Beaumont Each comp t 
in the area, found itself with too much — Port Arthur-Orange area of Texas, other Borger (Tex )- 
styrene capacity for peacetime syn companies were adding new petrochemi- leum Corp n- 
thetic rubber demand. So, in mid-1946, cal plants almost as fast as they could clined to ts 
it got permission from the government lay their hands on structural steel and rather than t n¢ 
to utilize some of its styrene capacity cement. icross the fen for final processing 
to make products for the rapidly grow None of the big new petrochemical ¢ Inland Sites—These inland __petro- 
ing plastics industry. A few months omplexes was more than 150 miles chemical complexes are sometim¢ ed 
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PAPER DOES SO MUCH FOR PEOPLE 


(and Champion people do so much for p 


In suburb or city, for busine 

people count on envelopes for all s 
insurance policy, sending news from 
as people depend on paper, paper dey 
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THE CHAMPION PAPER AND FIBRE COM 


GENERAL OFFICE: HAMILTON, OHIO SALES OFFICES AND DISTRIBUTORS 


people rely on the mail. Fact is, 
nportant jobs—like delivering an 

announcing a new arrival. Just 
n people—their skills and abilities, 
eliver the best. At Champion, our 


ther good reason why Champion 


aper) 


ns 


PANY 


IN MAJOR CITIES 











AGL 





< 


ee = * 











IF YOU BUILD HOMES OR PRODUCTS FOR THEM 


B.F- Goodrich has a 


MAYBE YOU'VE SEEN a thousand homes being built 


—or maybe just watched your own—but we'll bet you’ve 


never seen anything quite like this house. There really 
are too many things going on at once! 

We created this picture to show you how B.F.Goodrich 
helps build better homes. For each of the products shown 
assists contractors in building houses a little faster, better, 
and at lower cost. 

For example, these storm doors are made of BFG 
rigid vinyl—they’ll never warp, never need painting. 
When it comes to painting—even the siding is different. 
It’s aluminum, coated with enamel based on BFG vinyl. 
The manufacturer warrants the finish against blistering, 
cracking or crazing for ten years. 


Even the pipe that brings gas to this house is different. 
Extruded from BFG vinyl, it will never corrode. Years 
from now it will provide just as efficient delivery of gas 
as right after installation. 

These are just a few of the ways that B.F.Goodrich helps 
improve existing products or develop new ones. For 
more examples see the list at the right. 

B.F.Goodrich serves business in many other fields, too 
—from agriculture to aviation, from mining to missiles— 
with raw materials and ideas on how to use them. . . with 
finished products that cut costs and solve tough prob- 
lems. If you'd like more information on these products— 
or how BFG can help you with your problems—write 


President’s Office, The B.F.Goodrich Company, Akron 18, 0. 
















erent eect alent 
beg Ds Sakasi Oem nar 
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your door 


ON THE WALL, richly textured BFG viny! 
stays new-looking, good-looking for 
years. Goes on like wallpaper. Won’t scufl 
or stain, wipes clean with soap and 
water. Stands plenty of wear and _ tear, 
eliminates need of frequent painting. 


Sey hele ® 5.5 ones 


© . 





VINYL FLOOR TILE THAT GLOWS IN 
THE DARK adds safety plus beauty to the 
home. New “After-Glow” phosphorescent 
tile, developed by B.F.Goodrich, contin- 
ues to glow when the lights are out, 
illuminates dark stairways, halls, other 
danger spots. 





1 & 2. FLOOR TILE and GARDEN HOSE by The B.F. Goodrich 
Company; 3. STORM DOORS AND WINDOWS by Falako 
Corp., Akron, Ohio and Bayvo Products Co 
Collingswood Hts., N. J.; 4. JALOUSIE WINDOW FRAMES by 
Woodlin Metal Products Company, Texarkana, Texas 
5. GAS PIPE by Kraioy Plastic Pipe Company, Inc., Sant 
Ana, Calif.; 6. ALUMINUM SIDING, coated with enan 
based on BFG vinyl, by Hastings Aluminum Pr 
ucts, Inc., Hastings, Mich.; 7. WIRING insulated wit! 
BFG vinyl by Anaconda Wire & Cable Company 
New York; 8. ELECTROSTRIP by Bulidog Electri 
Detroit, Mich.; 9. SCREENCLOTH of vinyl-coated 
Fiberglas by Owens-Corning Fiberglas Corporatior 
Toledo, Ohio; 10. AWNINGS made by NAVACO, IN 
Dallas, Texas; 11. TARPAULIN, vinyl-coated, by Wet 
Inc., New York. 


Noect 
vyvesi 


Other BFG products shown are: 12. CELLULAR RUBBER 
insulation; 13. TIRES on truck and wheelbarrow; and 
14. FOOTWEAR, to keep workers’ feet safe, warm 


B.EGoodrich 

























JUGGLE OFFICE SPACE WITH ROYAL 


Only Royal gives you such quality, such flexibility, such comfort! 
The unique Royal concept of modular office furnishings gives you 
unusual flexibility in arranging your office space. Comfortable chairs by 
Royal, versatile Arnot Partitionettes* and Modular Desk Components 


—all combine to provide the most efficient use of your present office ® 
space. Easily installed—just as easy to rearrange. Write for brochure 
that pictures all the styles, all the sizes and colors. Just send a OFFICE FURNITURE 


card or letter to ROYAL METAL MANUFACTURING COMPANY, Dept 
3-1, One Park Avenue, New York 16, N. Y. In Canada—Galt, Ontario. 
SHOWROOMS: New York. Chicago. Los Angeles. San Francisco, Seattie, Gait. Ontar 


LICENSEES: France, England. Australia, Venezuela « FACTORIES: Plainfield, Conn. Michigan 
City i. Los Angeles. Cal. Warren. Pa.. Jamestown NY. Gait and Smiths Falis, Ontar “rs 
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by oil companies as proof that it should 
be possible to build up such a complex 
almost anvwhere—if raw material avail- 
ability and cost can offset the trans- 
portation advantages along the Gulf. 
As the railroads become more competi- 
tive and negotiate rates, inland plant 
facilities grow even more attractive. 

A dramatic example is Cosden’s Big 
Spring operation. In the fiscal year 
ended last April, Cosden realized 18% 
of its gross profit from the production 
and sale of petrochemicals. Cosden 
makes polybutene, stvrene, polystyrene, 
and molding resins, as well as benzene, 
toluene, orthoxylene, and _para-xylene. 
Yet it took only 3.7% (by volume) of 
Cosden’s refinery output to supply the 
feed stock for this 18% chunk of total 
company profits, according to Dan 
Krausse, senior vice-president. 

Cosden’s figures provide a_ strong 

argument for other oil companies think- 
ing of additional investment in petro- 
chemical facilities. They also apparently 
were a sales point to W. R. Grace & 
Co.—which acquired 53% ownership 
of Cosden last June. 
* No More Complexes?—Some  ob- 
servers, both in and out of the industry, 
think the last of the big petrochemical 
complexes may have already been be 
gun. Few good sites remain within 
easy reach of oil or natural gas, fresh 
water, salt, cheap transportation, and 
labor. Besides, it would be vears before 
any new complex would be profitable. 
Before it began to pav off, hundreds of 
millions of dollars would have to be 
poured into literally dozens of new 
plants. The industry’s rule of thumb is 
that a company must invest at least 
$l-million for every acre it occupies in 
the larger complexes or around $100, 
000 per enrployee. 

In this view, the industry's growth, at 
ieast during the 1960s, will probably 
come mainly from the addition of new 
plants to complexes already in place. 


Oil Companies Catch On 


Petrochemical processing tradition- 
ally has not been the oil companies’ 
first order of business, but there is 
considerable evidence that thev can 
cope with its complexities when they 
have to. When du Pont needed a big 
supply of p-xylene, for example, for the 
commercial production of Dacron, 
Standard of California came up with an 
ingenious method of freezing out high- 
purity p-xylene from naphtha. The 
Socal method proved cheaper and much 
simpler than the conventional tech- 
nique of preparing p-xylene from coal 
tar. ‘Today, three-quarters of the Da- 
cron produced in the U.S. is derived 
from oil feed stocks. 

"he oil industry also takes credit for 
developing synthetic glycerine. Late in 
the 1940s, when detergents were be- 
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Petrochemical Producers 


of the United States 


COMPANY 


du Pont ........ $2,144 


Union Carbide ... 1,531 
Dow Chemical ... 705 
Monsanto ...... 615 
Standard Oil (N. J.) 7,911 


See Ge.......: 
Allied Chemical . . 
Phillips Petroleum. 
Standard Oil (Cal.) 
Rohm & Haas .... 


Olin Mathieson 
American Cyanamid 
Spencer Chemical . 
Hooker Chemical . 150 


1,810 
720 
1,163 
1,565 
216 


702 
584 


(1) BUSINESS WEEK Estimate (2) U.S. sales only (3) 12 neue ended 3/31/60 


ginning to become popular, a_ severe 
shortage of natural glycerine developed. 
Glycerine had always been a byproduct 
in soap-making. With less soap being 
made, there was less natural glvcerine 
for the manufacture of such things 
is cellophane, explosives, and alkyd 
resins 

Shell Development 
Emeryville, 


scientists at 
Calif., had anticipated the 
cffect of detergents on the glycerine 
supph Thev had in advanced de- 
velopment a _ process for making 
synthetic glycerme from byproduct 
propylene available from the oil stream. 
Today, almost half the glycerine made 
in the U.S. is svnthetic. As a result, 
the price has dropped in the last half- 
dozen vears from 4l¢ to 29¢ a Ib. 
¢ Tempting Markets—The ability of 
compounds such as these, synthesized 
out of the oil or natural gas stream, to 
compete with natural products is an- 
other inducement for oil companies to 
go into petrochemicals. They see, for 
example, that GR-S rubber (general 
purpose synthetic rubber) is today sell- 
ing for 23¢ per Ib. Polvisoprene, the 
new synthetic equivalent of natural 
rubber (BW—Mav21'60,p75), is listed 
for sale at 35¢ per Ib. Natural rubber, 
on the other hand, continues to sell for 
40¢ to +3¢ per Ib. Except for the in- 
ternational repercussions that would 
result, plus the big investments of 
major rubber companies in natural rub- 
ber plantations, there’s little doubt that 
most of the rubber currently consumed 
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in the U.S. could be petrochemical]; 
derived, 

Benzene, formerly only a byproduct 
of coal coking for the steel industry, 
is another petrochemical promising th¢ 
oil companies immediate profit possi 
bilities. Benzene is still scarce in the 
U.S. as a result of last vear's four 
month steel strike. With new produc- 
tion facilities expected on stream later 
this year, supplies should be more plen- 
tiful. But the oil industry has had a 
tempting glimpse of the profit poten- 
tial in petrochemicals of this sort. 


Sometimes Strange Bedfellows 


The petrochemical industry is tied 
to the oil and the natural gas industry 
through their buyer-supplier relation 
ships, of course, but another kind of 
harmony also draws the industries to- 
gether. For the most part, petrochemi- 
cal companies spew forth their products 
to other industries—not to the public 
directlvy—in a pattern not unfamiliar to 
the oil industry. A few big petrochemi- 
cal producers—notably Dow, Monsanto, 
and du Pont—have tried to market their 
products directly to the general con- 
sumer. But, by and large, the petro 
chemical processors have always sold 
their products to other industries or 
even to petrochemical colleagues. 

The result has been some exceed- 
ingly close relationships between com- 
panies. At the same time, the best 
custoiner for one petrochemical may 


Special Report 63 








PETROCHEMICAL CENTERS FOLLOW RAW MATERIALS 


/ 





be its chief competitor in the produc- 
tion of another 

lo outsiders, this method of opera- 
tion often looks quite peculiar. It’s no 
nevelty to oil companies, however. 
Better than perhaps any other major 
industry in the U.S., oil and gas com- 
panies are fully cognizant of the kind 
of business necessities that encourage 
the development of a_ petrochemical 
complex. 
¢ Customers Change—In recent vears, 
though, the petrochemical companies’ 
customers have gradually been chang- 
ing places in order of importance (table, 
page 58). In 1952, for example, the 
most petrochemicals sold in the U.S. 
went to the rubber industry; by 1957, 
top position was held by automotive 
md aviation producers. Agriculture 
ind surface coatings climbed up the 
ladder between 1952 and 1957; plas- 
tics, synthetic fibers, and explosives 
lost ground. 

All the while, there has been the 
fiercest competition between producers 
to develop new markets 

Simultaneously, there has been a 
continuing contest in the laboratory to 
synthesize totally new compounds. The 
major petrochemical companies have, in 


recent vears, steadily reinvested 3% 
to 5% of everv sales dollar in re- 
search 

Out of this has come not only a 


steady flood of products, but also a 
variety of wavs to make certain desired 
molecules out of the same stock ma- 
terials. Phenol, for example, can be 
made in any one of four different wavs 
today; polyethylene can be formed by 
five different processes; and there are 
three practical techniques to produce 
icetone 

¢ Oilmen Perk Up—The net result of 
the activity in the labs has been partly 
to keep up pressure behind the growth 
of the petrochemical industry. In addi 
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tion, though, it has been to impress 
the oil companies that petrochemical 
research can conceivably pay off in a 
big way. 


More Cash for Chemicals 


Jersey Standard, as a result of what 
it has seen, now budgets 25% of its 
research effort on petrochemicals, even 
though petrochemicals still comprise 
only 4% of the company’s total sales 
volume. This year, approximately 35% 
of all investments in new manufactur- 
ing facilities made by the oil industry 
will be for building petrochemical-pro- 
ducing units. Jersey Standard, Shell, 
Phillips, Standard of California, and 
Gulf have the greatest petrochemical 
production capacity at the moment. 
But practically every oil company of 
any size is now also planning to build 
petrochemical production units of one 
sort or another. So Socony Mobil, a 
company not usually considered a major 
petrochemical producer, is already 
building a $25-million, 380-million-lb. 


ethvlene unit alongside its Beaumont 
(Tex.) refinery 

¢ Differing Roles—Not all oil 
panies are agreed, of course, as to how 
far their penetration into petrochemi 
cal production should go. At 
treme, Phillips regards its petrochemi- 
cal business as a firm third leg of its 


Con) 


one CX 


company operations, with producing 
and refining the other two. At the 


other, Gulf proclaims itself happy, for 
the time being at least, in just provid- 
ing building blocks such as ethvlen 
for petrochemical producers 
Of the oil companies, Shell says it 

has the widest range of petrochemi 
cal products for sale. Texaco is relving 
on a_ subsidiary, up jointly with 
American Cyanamid Co., to handle its 
petrochemical Standard of 
Cal—with two petrochemical-producing 
subsidiaries, Oronite and Cal-Spray—is 
deliberately steering away low 
price and toward the _higher-pricc 
petrochemical production items 
e Recent Outlays—As an index of thei 
ardor for petrochemicals, in just the last 
12 months the oil companies have an 
nounced new facilities ilmost 
half a billion dollars to produce petro 
chemicals for the plastics industry alone 
Biggest items on the list 

¢ Jersey Standard’s move into poly- 
olefin production at fts Humble (Bay- 
town, Tex.) refineries 

¢ Shell’s diversification of its petro- 
chemical base through lease of an 
American Cyanamid plant for the pro- 
duction of styrene 

e Standard Oil (Indiana’s) move 
into polystyrene production through its 
subsidiary, Amoco Chemicals. 

e Sun Oil Co.’s decision to cut 
into the polypropylene market, by 
means of a 50-50 deal with 


set 


activities. 


from 


worth 


American 


Viscose in a new company, AviSun 

e Gulf Oil Co.’s_ interest in 
high-density polyethylene production, 
through Goodrich-Gulf. (Phillips 


already 
ethvlenc 


high-density 
it Pasadena, ‘T'ex 


producing poly 


ll. The Problems of Growing Too Fast 


[he oil companies’ aggressive steps 
toward increased petrochemical produc- 
tion of their own are a source of acute 
distress to the established industry. 
Petrochemical producers are already 
afflicted by a number of problems, and 
the newcomers are certain to share th« 
woes. Indeed, many of the troubles 
will be aggravated by the addition of 
more producers 

Perhaps the most apparent of thes« 
problems is overcapacity. Most petro 
chemical products are already in g 
supply in the U.S. Any reasonable in- 
creases in demand for the older prod- 
ucts can be filled simply by expanding 
plants already in operation As for 


rood 


new products, it is becoming increa 
ingly hard to find markets for them 
One cause of the problem is that 


petrochemical producers  deliberatel 
build excess capacity into their new 
plants. This cushion makes overcapac 
itv that much worse when something 
else happens—a slump in demand, an 
increase in productivity, a flood of for 
eign imports, or completion of new 
competing capacity 

¢ Ammonia, for Instance—Overcapacit 
can also be brought on by a geographic 

redistribution of production facilitic 


Ammonia plants, for example, are now 
to their markets, rath 
than in the traditional petrochemica 


being built clos 
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lll. 
precision... 


mie 


for power... speed... 


for product performance... 
use Fafnir Ball Bearings 


You need power in a trench digger .. . speed in a pneumatic grinder... precision in a manipulator. Whatever you need in your 
product, Fafnir has the diversity (from fraction-of-an-ounce miniature bearings to 60-pound pillow blocks) and the capacity (over 5,000 


employees) to supply the ball bearings you want, when you want them. For diversity, for capacity, : FA F | A ie 


for the utmost in precision, turn to Fafnir: The Fafnir Bearing Company, New Britain, Conn. BALL BEARINGS 








‘SPAGHETTI BOWL’ PIPELINE NET LINKS 
HOUSTON PETROCHEMICAL COMPLEX 
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complexes. The reason is that natural ucts even adds to overc ipacity; in plas- almost innual expansion budg 
gas, from which ammonia can be ex- tics, for example, most new materials — to the proj And it has litt on 
tracted, is now available almost every- now are marketed as replacements for for error. Competition ich tha 
where. It has proved cheaper to put older plastics. there isn’t much chance t nsid 
the plant near a market than to pay Unfortunately, no solution to the once the project has been launched. A 
the heavy charges for shipping from overcapacity problem is in sight in the company’s choice usuall imple: try 
older production units. Sound as this _ near future. to take a fast p it on a product 
may seem economically, the result is or risk not getting a payout at all 
| ] i ‘ a, 15 a ee ee 
that the new and old plants together Bigger Plants Than Ever > Bigger Ethylene Plants Eth len 
have far more capacity for producing provides id example of ig 
immonia than today’s market justifies If a petrochemical producer is to tonnage petrochemical for which bigg 
Another factor contributing to over- compete successfully, though, he must and bigger plants have been built. h 
capacity is the slowing of the industry’s build a vastly bigger plant these days 1950, in the youth of the plastic 
growth rate; facilities were built to keep than ever before. Only with volume dustry, it w f¢ le f 
up with the speedy pace of a few production can he bring his costs low to build an ethylene plant 
vears ago, but now, with growth slacken- enough to sell at the prices prevailing pacity for 50-million Ib. | S 
ing, they are proving excessive. Com in today’s market. The irony, of course 1) plant would | 
petition isn’t helping the capacity situa is that a huge new plant turning out a_ good fit Ell pa 
tion; knowhow on any one company’s — petrochemicals in volume only worsens — wouldn't | 
specialty has usually been within easy the overcapacity problem the shee fa 
reach of rivals through licensing and Be that as it may, a company de- _ plastics indu 
exchange of patents. In some areas,  ciding to enter petrochemicals as a new By 1955, tl f 
the continuing discovery of new prod line of business mav have to commit producing | t 
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To compete in the field, a company had 
to construct facilities for 100-million 
to 150-million Ib. per vear. This volume 
would reduce unit costs sufficiently for 
the manufacturer to compete with his 
rivals in price. Today, it’s rare when 
a new polyethylene plant has less than 
200-million Ib. of capacity built into it. 


Changing Price Structure 


As one result of the overcapacity 
problem, there’s a real crisis in the 
petrochemical price picture, too. 

A decade ago, chemical companies 
had what seemed like a strikingly sound 
floor under their prices. It was a real 
seller's market. But the situation has 
changed drastically. For example, the 
plastic material polyvinyl chloride sold 
for about 3S8¢ per Ib. 10 years ago. To- 
day it goes for only 19¢ per Ib. The 
price cuts have affected more than just 
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the older, more established products, 
too; there has already been crosion in 
the price of polypropylene, a much 
newer material that isn’t even in big 
production vet. 
¢ Lower at the Start—l’or vears, the 
industry was able to introduce its prod- 
ucts at a price that in the first few 
vears would repay the costs of research 
and development. But only rarely is 
this possible any more. With each new 
material, it’s necessarv to sell at a price 
that will stimulate top-volum¢ 
whether or not the price has any rela- 
tion to development costs. ‘The old way 
of pricing has become a luxury. 
Another force pulling prices down 
has been the decrease in foreign sales 
of U.S. petrochemical products. ‘This 
has increased the supply available for 
sale at home and thus exerted down- 
ward pressure on domestic prices. The 


industry accounts for the drop in ex 


sales, 


ports by citing the relatively high cost 
of U.S. labor, high freight rates, rising 
protective tariffs in many nations, and 
the growth of the chemical industry in 
Europe and Japan. 

Petrochemical companies are trying 
to free themselves from the price-cost 
squeeze by improving efhiciency without 
adding to labor or raw material costs. 
But this approach can accomplish only 
so much, 
¢ More of Everything—Prices are also a 
problem partly because competition in 
the industry is so vigorous today. There 
are more companies than ever making 
the same products; more products vying 
for some of the same markets; and even 
processes competing to make the same 
products. 

In 1949, there were only 12 ammouia 
producers in the U.S.; today the total 
is 40. Ethylene fights with acetvlenc 
and propylene for the same end uses. 
And there are at least 10 different proc- 
esses for producing one item—acetic 
acid, 

In the effort to protect shrinking 
profit margins, each competitor today 
is jealously guarding his process secrets 
if possible. With radically new prod 
ucts harder to come by, production 
processes are more important than ever. 


Labor and Tax Worries 


Within the industry, there are two 
special problems worrving company ex- 
ecutives: labor and taxes. 

Petrochemical companies feel uneasy 
about their labor relationships, _ par- 
ticularly in the Houston Ship Channel 
areca, where so much of their produc- 
tion is centered. In that area, the ma- 
jor plants are unionized along craft 
lines, so that each works manager has 
to deal with a number of small labor 
groups. If just a single small union fails 
to settle with management, a complete 
plant complex can be forced to shut 
down. 

This is one reason why the major 
companies located in the area are, for 
the most part, adding to their facilities 
only if they can’t afford not to—if, for 
example, they have to take care of exist- 
ing raw materials. In other cases, the 
companies are choosing instead to in- 
stall new complexes elsewhere. Carbide, 
for example, is building two new com- 
plexes—one at Brownsville, Tex., and 
another at Seadrift, Tex. Dow is build- 
ing one in Louisiana. At these sites, 
either the new plants will not be 
unionized or will be represented by 
different locals than the channel units. 
They will thus provide alternate pro- 
duction facilities in case of labor trou- 
ble along the channel. 
¢ Bigger Tax Bite—The posstbility of 
higher taxes on their Texas layouts is 
also prompting some petrochemical 
companies to temporarily shelve expan- 
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Finding the most profitable site 
for your new plant can be a con- 
fusing task, especially when you 
have to appraise claims and 
counter claims To help you 
selection, the 


N&W has engaged Fantus Area 


make the right 


Research to make a comprehen- 
sive evaluation of its 6-state 
territory . most extensive and 
penetrating study of its kind ever 
made. Fantus sifts, weighs and 
interprets the facts—gives an 
unbiased, scientific analysis that 
shows positively whether your 
plant can make more money in 
N&W territory 

READY SOON the first 
detailed Fantus analysis. 
Watch for announcement. 
Norfolk and Western 
Railway, General Offices, 
Roanoke, Virginia. 


Wetion'’s Going-est Ratiroad 
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sion plans in the state or to look else- 
where for plants. Most petrochemical 
plant sites are located in small towns 
for safety reasons, and these towns look 
to the companies to pick up most of 
the tab for government. Individual 





counties, too, continue to hike tax eval- 
uations of petrochemical properties. 

So far, the industry as such is not 
taxed by any special state levy. But 
petrochemical sales are almost as high 
as oil and gas industry sales in Texas 
Last year, sales of petrochemicals pro- 
duced in Texas came close to $3-billion. 
The total value of natural gas, crude 
oil, and casing-head gasoline tapped in 
Texas came to about $3.5-billion. It is 
possible that the state legislature will 
try for more tax revenue from the petro- 
chemical industry 


lll. How to Keep Expanding 


Far from sitting back and brooding 
about their troubles, petrochemical 
companies are devising ways to insure 
that the growth of their industry will 
continue. 

One technique has been to seek new 
markets by building production facil- 
ities Overseas. 

Union Carbide, for instance, is build- 
ing several ethylene glycol plants in the 
Common Market countries of Western 
Europe. Dow is spending $25-million 
for expansion overseas this year. Oro- 
nite, a Standard of California subsidiary, 
and Phillips are investing $15-million 
each abroad. Monsanto has committed 
about $28-million to its foreign expan- 
sion in fiscal 1960. 
¢ Competition Abroad—So far, in most 
cases, the U.S. petrochemical producers 
have been able to compete successfully 
on foreign soil. In Germany, for ex- 
ample, the U.S. concerns have done 
well because the local industry is still 
learning many of the newer tricks of 
chemical engineering and because its 
plants cost more to build. Of course, 
there’s no telling how soon the Ger- 
mans will catch up. 

Fortunately for the U.S. companies, 
the petrochemical industry in nations 
such as Britain and Germany is no 
longer strong enough to control prices 
and thus keep out competition—the 
way it did before World War II. 

As the U.S. producers move overseas, 
they sometimes have to change their 
thinking on matters such as size. In 
Japan, for instance, it’s possible to make 
money with a plant that would be 
uneconomically small at home. 


Integrating to Spread Risks 


Petrochemical companies have also 
been trying to integrate backward, 
toward the source of their raw materials 
-oil and natural gas. Monsanto was 
one of the first to do so when it bought 
Lion Oil Co. Dow followed suit in its 
acquisition of Brazos Oil & Gas Co. and 
Bay City Refining. Last spring, W. R. 
Grace picked up more than half of 
Cosden Oil in a similar move 


Other petrochemical companies, how- 
ever, frankly fear a heavy investment in 
basic oil or natural gas facilities, since 
that industry has troubles of its own. 
Anyway, backward integration has not 
so far seemed to lower production costs 
perceptibly. 
¢ Joint Deals—Instead, many producers 
have been making joint arrangements 
with oil companies to strengthen their 
access to raw materials. For instance 

e Atlas Powder Co. has been link- 
ing interests with Sohio 

e Olin Mathieson and Sun Oil 
formed Sun Olin to produce urea 

e American Viscose and Sun eés- 
tablished AviSun to turn out polvpro- 
pylene 

e Stauffer Chemical and Richfield 
Oil went into partnership in American 
Chemical Corp 

e Rexall Drug & Chemical has a 
joint venture with El] Paso Natural Gas 
to make polyethylene 

Such teamwork can be profitable in 
deed. Perhaps the prime examples are 
Shell Oil and Shell Chemical, which 
together form the largest chemical-oil 
combine on the Houston Ship Channel, 
and Phillips Petroleum and _ Phillips 
Chemicals in Borger, Tex. Arrange 
ments of this sort may well grow more 
common. The joint enterprises empha- 
size the interdependence that is so char- 
acteristic of the industry 
the Golden Crescent. 
¢ Outside Partners—Other petrochemi- 
cal producers are signing up with com- 
panies in other industries, such as met 
als or food, 
petrochemi« il venture 

Today, a introducing a 
new product generally must go whole 
hog on production, so that it can build 
a sizable market for 
petitors start coming 
output of their own 
tonnage production of a new | 
chemical, however, may be a multi- 
million-dollar mistake, if something goes 
wrong with the technology ! 


at least along 


to share the risk of a new 


compan 


itself before com- 
yn-stream with 
Scaling up fast to 


petro- 


That's why 
companies want a companion to shar¢ 
the risk—and preferably one with previ- 
ous experience in the area. 
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With an experienced partner at their 
side, companies such as Quaker Oats, 
Armour, Morton Salt, National Distil 
lers, and Minnesota Mining & Mfg. Co 
have taken their first steps into petro 
chemicals. ‘These companies haven't 
penetrated the industry very far vet 
But some think the trend will start to 
snowball before long. 
¢ Take or Pay—During their fast 
growth vears, most major petrochemical 


producers were able to reduce their risks , 


on new plants by inducing customers to 
sign “‘take-or-pay” contracts. In_ thes 
deals, a buver agrees to take all a plant's 
production of a material—or else pay for 
what he doesn’t take. This guarantees 
the buver a source of supply—and als 
guarantees the producer a market. Such 
contracts indirectly stimulated the in 
dustry’s growth. 

Now, few such con 
tracts are signed. ‘lo be sure, there ar 
certain understandings between pro 
ducers and customers on sales, but not 


however, very 


of the strict variety inked during th: 
seller's market. There’s onlv one big 
exception: When a new plant is in 
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stalled produce a low-priced basic 
commodity, a take-or-pay contract 1s 
generally still signed. 

lhe inabilitv to insure a big market 
for anv one new product has increased 
the tendency for producers to invest in 
1 wide varietv of items, though. ‘This 
wider product mix does give com 
panies the advantage of somewhat 
more stability. 


The Importance of Research 


The industrv’s new products and 
prow trace their origin, of course, 
to the great sums of money spent each 
veal 1 research and = development 
tab] ige 70 Many industrv ex- 
cuti' onsider R&D outlavs — the 
surest protection against mot nvasion 
bi } rs 

\ ntinual stream of innovations 
flows from the petrochemical laborato 
ries. One of the most dramatic recenth 


n the improvement in the use of 
italvsts to rearrange hydrocarbon molc 
and different 
Catalvt earch has been 


new patterns 


) 
nsible 


TREE OF PETROCHEMICAL PRODUCTS 
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for important new end products such 
as polypropylene, and for many new 
and cheaper ways to make older inter 
mediate materials. 

A notable example of the latter 
the direct oxidation process for pi 
ducing ethylene oxide: Formerly, ethy! 
ene oxide was manufactured in a 
roundabout wav, bv reacting ethvlenc 
chlorohvdrin with sodium hvdroxid« 
Before this could be done, ethylene 
chlorohydrin had to be obtained b 
the action of a hypochlorite on eth 
lene. Now, using a catalyst, ethvlen 
oxide can be derived from ethylene di 
rectly, without anv of the intermediat 
steps, and at considerably less cost 
¢ Progress Comes Slower—Howe 
verv few recent discoveries have given 
inv one company dominance for long 
lor one thing, the easiest plums 
reach have all been picked off the peti 
chemical This factor 
coupled with the need for cost-cutting 
has shifted the research emphasis toward 
perfecting production processes. Basi 
still considered important 


f bigver sl 
for future growth, but a bigger shai 


research tree. 


research is 
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““Continental’s GAIR * 
division Suggests... 
for better business, 
*e. tie-in with ? 


SWEETEST 





October 15 





Do you help cater to the nation’s sweet 
tooth? If you do, you can raise the sales 
of all your items connected with the 
candy industry by making the most of 
Sweetest Day! No matter what you 
pack—sugar, chocolate, flavoring, 
fruits and nuts—plan to tie-in with the 
big candy promotion! For full details, 
write National Confectioners Assoc., 
Norma Tait, Public Relations, 36 S. 
Wabash, Chicago 3, Ill. 


And remember, the products you 





make, process, or pack, can be sold 





so much better in fine folding cartons 


by Gair! 
GY Garr 


CONTINENTAL(© CAN COMPANY 


BOXBOARD & FOLDING CARTON DIVISION 
530 Fifth Avenue, New York 36, N. Y. 
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of total R&D spending now goes for 
process development 

In many companies, the philosophy 
behind process development “is to un 
dercut the Johnny-come-lately,”’ accord 
ing to A. P. Beutel, vice-president of 
Dow Chemical. Another motivation 
is today’s intense competition. In 
hopes of getting the jump on rivals, 
companies have basic research and proc 
ess development in progress simultanc 
ously on the same project. Dow, for 
example, has as many as four teams all 
working on synthesizing the same mo 
lecular configuration at the same time. 
\ few vears ago, it been 


would have 


IV. Petrochemicals 


What particular petrochemicals will 
the industry be stressing in the next 
several vears? Probably the best clue 
to the answer is found in a look at the 
building block for which the companies 
ire spending the most to add capacity 
It usually takes up to 
to facilities from the drawing 
board to completion. Current planning 
indicates that industrv growth is antici 
pated in these areas in the to 
come: 

Ethylene is the industrv’s brightest 
hope, even though it’s in o1 
itv at the moment. Announced expan 
sions will soon bring total capacity to 
6-billion Ib. annually, most of it. still 
ticketed for the petrochemi 
cal producers themselves for processing 
into other items. More than 25% of 
the total will probablv continue to be 


two vears 


move 


VCar,s 


eCTCc ipac 


use by 


‘50 "32 ‘54 ‘56 ‘58 
©susiness week 
possibl et | I 1 ceed is 
far as possible before worrving about 
processes 
¢ Future Markets— Ihe industrv’s pre 
ent line of products has achieved spec- 
tacular acceptan Petrochemicals go 
into the paint, plast iricultural, and 
svnthetic fiber industries at a rate of 
more than $l-billion a vear. Sales to 
the explosives and dve industries exceed 
$100-million annually. Drugs, perfumes, 
cosmetics, adhesives, and man ther 
specialties idd to the widening market 
Researchers know this is only the 
beginning. But from here on out, the 
going will be rougher 
. 
With a Future 
used in manufacturing tl plast 
polvethvlene. Oth nd 1 expected 
to increas mand in the next few 
vears include ethvlene glvcol (for anti- 
freez« loniti f nthet b- 
ber, polvglvcol vater-soluble lubric- 
ints), and ethan nm Ivents f 
fats and oils 
Propylene inother of the indu- 
trv's mportant building block ut 
capacity for producing propvlen 
been expanding much mor 
than that for ethvlene. P p | 
goes int th th noplastic 
pvlen But th I i idils g g 
markets f ts other derivative ich 
is Isopropanol (an intermediate mat 
of many uses), acrolein (used in making 
plastics, perfum ind loidal f 
of metals nd cumene 
Butvlene yrobabl 
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I want 
it in 
writing... 


tell me by telegram! 


I get your message at a glance... give it my immediate attention. Facts 


and figures are clear and in writing. I save time and money doing busi- 


ness by telegram. You, too? WESTERN UNION 


From the store 
around the corner, to 
the largest corporation... 


WEBSTER ELECTRIC HAS 
A BUSINESS “VOICE” 
THAT FITS EXACTLY! 


You can be sure your internal com- 
munications are right for your busi- 
ness by selecting one of these com- 
plete systems: Teletalk...Telecom... 
Webster Sound. It’s the most versatile 
and extensive line of business com- 
munications available today ! 

Each system meets a specific re- 
quirement for fast, efficient contact 
between people and departments. 
Each is available in a wide range of 
models and special features. Each 
can be expanded or adapted to fit 
your business, your personnel exactly ! 





“tall: 


Prestige intercom! Advanced design — 6 to 
60 or more stations. For communications, pag- 
ing, general announcements, data gathering. 





“T é uC 
Automatic dial telephone intercom. Ideal for 
widely scattered stations. Operates just like 
your city phone. 





Webster Sound 


Custom engineered and assembled sound 
components for communications, paging, 
music distribution. 


Write for colorful fact folder. 
COMMUNICATIONS DIVISION 


WEBSTER W ELEC. “ic 
EAs) RACINE-wis 
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an indicator of future directions. It 
has been growing faster than any of its 
immediate petrochemical relatives, but 
mainly because it’s in demand as a 
blending stock for high-octane fuels. 
Acetylene capacity expansion could 
signal a real burst of petrochemical ex 
pansion. It is used as an illuminant, 
for welding metals, and in the produc- 
tion of acetic acid, acetaldehyde, poly- 





vinyl chloride, aniline dyes, and syn- 
thetic rubber. 

The refining of crude oil has been 
the principal source of ethylene, pro- 
pylene, and butylene, but currently less 
than one-third of the nation’s acetylene 
comes from petrochemical plants. ‘The 
rest, than 1-billion lb. worth a 
year, is derived from carbide, 
an inorganic material. If 
velopment turns out 
though, it should be possible to make 
acetvlene from natural gas for 10% 
to 12 below present prices 

At this rate, acetvlene might be a 
vigorous rival of ethylene and propy- 
and the industry might start 
idding to its acetylene 


more 
C ilcium 
process de- 


successfully, 


lene, 
ated 1 
energeticall 
capacity 


V. Is an Industry Crisis Inevitable? 


As the petrochemical industry faces 
its future, it is debating whether a surge 
of competition from the oil companies 
will cause a real crisis. 

Strong arguments can be mustered 
on both sides of the question. The 
major oil companies have financial 
strength to back expansion into petro- 
chemicals. They also have the advan- 
tage of a foothold already secured in 
petrochemicals, through their status as 
major suppliers of ethylene, benzene, 
styrene, and propylene. Petrochemical 
patents are in most cases available for 
license to outsiders. The oil giants thus 
haye the power to churn up the in- 
dustry. 

What’s more, of the petro- 

chemical companies suffer from a built- 
in liability. In the effort to put  pro- 
duction facilities onstream quickly, 
when the industry was in its fast-growth 
stage, they signed long-term purchase 
contracts for raw materials from the oil 
companies at prices above today’s com- 
petitive levels. 
e Pitfalls—However, there’s more to 
entering the petrochemical business 
than installing basic production facili- 
ties. Newcomers may have trouble at 
technical tasks such as making com- 
plicated high-pressure, high-tempera- 
ture syntheses come off properly. In any 
case, today’s plants and processes will 
almost certainly be technologically ob- 
solete in five to ten vears. To keep up 
with the pack, everyone in the industry 
will have to figure on replacing facilities 
when obsolescence comes 

“The oil industry, with its giant size 
ind dollar strength, can make it rough 
for petrochemical producers for a 
while,” savs one observer of the busi- 
“But there’s no proof yet that 
more oil companies will break into the 
top echelons of the industry.” 
¢ Different Businesses—T'o be sure, the 
oil and _ petrochemical 
kindred spirits in som 


some 


ness 


industries are¢ 


pect For 


the most part, they both consist of giant 
corporations, with millions of dollars 
worth of plant and equipment and sales 
volumes running far into the billions. 
But they're also quite different. 

In oil, the on high-volume, 
low-cost products; in petrochemicals, a 
total year’s production run of a material 
may be counted in hundreds of pounds. 
Oil refineries look pretty much _ the 
same, wherever they are; petrochemical 
facilities differ widely in design. The 
oil industry’s basic product lines are 
relatively simple and to change; 
petrochemical products change rapidly 
e Slower Growth—Whether or not oil 
companies invade petrochemicals en 
masse, though, the industry will prob- 
ably have to contend with a decreasing 
growth rate. Instead of growing far 
more swiftly than the nation’s economy 
as a whole, the industry is settling down 
to a rate to the over-all average 
This probably means that, at least 
through 1965, its growth rate will de 


stress 1S 


slow 


close I 


cline. Adjustment to this slower growth 
will be hard for the entire industry 
and harder if it contains more com 
panies than before. But the industry 
will still be growing 

Over the long run, it’s certain that 


the powerful petrochemical producers 
companies such as du Pont and Car- 
bide—will exert every muscle to make 


sure that this growth will continu 


REPRINTS AVAILABLE 


Single copies of this special re- 
port will be available in about four 
weeks to BUSINESS WEEK subscribers 
upon request without charge. Other 
copies will be billed at 50¢ each 
Prices on quantity orders on re- 
quest. Address orders for reprints 
to Reprint Dept., Business Week, 
330 West 42nd Street, New York 
36, N. Y. 
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ASSEMBLY LINE PRODUCTION OF BIG, 


COMPACT V-DIESELS 
TO GIVE YOU ECONOMICAL HORSEPOWER 


Caterpillar is the only manufacturer building “V-12” diesels of this size 
and horsepower on a moving assembly line basis. Mass production from 
the world’s most modern diesel engine plant is your assurance of highest 
value. And this production is backed by substantial investments for engi- 
neering and research programs. 


Hundreds of thousands of Cat Diesel and Natural Gas Engines are in 
use throughout the world. In fact, Cat Diesels power more construction 
equipment than all other makes combined. 


Hundreds of engine configurations are available for use in diesel and 
natural gas electric power applications, marine, industrial plant, excavator, 


=Talelial= 
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drill rig, irrigation pumping, rock crusher, sawmill, pipeline pumping, 
compressor, etc. You can choose from 50 to 730 HP and up to 400 KW. 


Should you have an interest in using Cat Engines in your manufac- 
tured product or in specifying for any application, write to Department 
CS-8, care of Caterpillar’s Engine Division. Ask for complete catalog of 
engine models and specifications. 


CATERPILLAR 


Caterpillar and Cat are Registered Trademarks of Caterpillar Tractor Co 


Engine Division, Caterpillar Tractor Co., Peoria, Illinois, U.S.A. 
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Why the Inventory Slowdown 


Rate of Inventory Accumulation 


Changes in Nonfarm Business Inventories, Seasonally Adjusted 
Annual Rate in Billions of Dollars 
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Business Shaves Its Inventory Ratios 


TOTAL TRADE AND 
MANUFACTURING 








RETAILING 








. INVENTORY-SALES RATIOS 
1959 


1.45 


Nendurables ..........22.- a dee 1.10 

I iia daa e week we ies a e 1.82 
Lumber! building, and hardware ...... 2.35 
Furniture and appliances ............ 2.15 
PE ee 1.28 

WHOLESALING 

Nondurables ......... errr e Tre wy 

I ab ne 4a bo 2 atm tiie wat 1.40 

MANUFACTURING 

Nondurables ...... itewes eb oo oe 1.44 

oo ere Ae rae ee ee 2.00 
Transportation equipment 

(excluding motor vehicles) .............e0005 o 3.12 

Motor vehicles and parts ............ heron! 1.37 
Nonelectrical machinery ............. Hue 2.20 
Electrical mochinery ................ 1.92 
Fabricated metals 1.78 
ES eee eres 1.88 
Lumber and furniture ............... 1.87 
Stone, clay, and glass ........ babe ares 1.76 


Data: National Industrial Conference Board. 
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Then June ran the same wat 





The chart at left is a picture of an 
unpleasant surprise. Up to a few weeks 


ago, almost all forecasters had _pre- 
dicted that inventories would be a 


stabilizing factor for the rest of the 
vear. They expected inventories to 
build, as in the second quarter, at a 
steadv annual rate of about $5-billion. 
Instead, it now looks as though the 
rate of growth will be radically 
Businessmen probably will not actually 
cut their inventory holdings during the 
rest of the vear, but thev will add to 
them more slowly, 
e Closer to the Vest—This sudden 
cutback in prospective inventory build- 
ing has two important implications: 
For the short run, it further dis- 
courages the already sluggish upward 
course of business. Net additions to in- 
ventories count in gross national prod- 
uct; if they shrink, it means that GNP 
can’t continue to inch upward (BW-— 
Jul.23’60,p25) unless consumption, 
capital spending and government out- 
lays pick up the slack. And the pros- 


less. 


pects for consumption and _ capital 
spending are not robust. 
For the long run, it is one of the 


clearest signs vet that the 
war boom is over—or at 
dergonc character 

During that great boom, which ended 
with the 1957-58 recession 


great post- 
least has un- 
1 radical change in 


business 


hedged against price rises and against 
capacity shortage mong ifs suppliers 


by keeping inventories high. But the 


need to hedge has passed. Reflecting 
their sober, cost-conscious mood (B\W 
—Aug.13’60,p25), businessmen now in- 
tend to work on lower stocks, whatever 


the volume of sales 
e A Definite Comer—Economists woke 
up to the reality of the shift in inven 
tory policv only a few weeks ago when 
the June figures came in for 
turers’ sales and new orders 

In five prior months, new order 


fallen below sales 


manufac- 


had 
1 trend that means, 


when sales are rising as thev w this 
year, that comp ire attempting to 
make their inv 90 farther. Ther 
carry less inventu.y per unit if sales 

Economists knew th had been 
going on sin New Year's Dav. but 
thev were mfident that it wouldn’t 
continue in June. By the end of Mav, 
inventories were already low in rela 


tion to sales, by postwar standards 


vinding 
up with manufacturers’ order backlog 
$4-billion 1 / 

That 
that a 


in inventory policy 


than in January 
finally nvinced economist 


basic change had taken place 


ind forced them to 
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It's important for a Chemical Company 





to be ‘‘fast on its feet’’ too 


Growth and Service are almost synonymous in today’s 
dynamic chemical industry. That’s why alert, heads-up 
customer service is the keystone of Pittsburgh Chemical 
Company’s growth program. 

You’ll see Pittsburgh Chemical service in action almost 
any evening at our Neville Island chemical plants. The 
lights are burning brightly and dinners are being missed as 
we load a tank truck with a late afternoon order of plas- 


A Basic Producer of 
INDUSTRIAL CHEMICALS «+ ACTIVATED CARBONS 
PROTECTIVE COATINGS 
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and Process Industries 
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ticizers for ‘“‘must’’ delivery 500 miles away the next day. 

You'll see it in action on the floor of your plant as one 
of our engineers works with yours to lick an application 
problem. And chances are, he won’t leave until hé’s helped 
you reduce costs, improve quality or increase profit. 

Fast on our feet? You bet we are. Write, wire or phone 
us by our new name— Pittsburgh Chemical Co.—and watch 
things happen .. . for you! 
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reduce their inventory estimates for 
the second half. Now they’re also 
going back to fundamentals to see why 
the policy switch took place and to 
assess its impact on the economy. 


1. Businessman’s View 


During the past few weeks, BUSINESS 
WEEK reporters have been talking to 
executives in key industries all over 
the country about their inventory 
policy. 

The thing that stands out in what 
they say is that ever since the cost- 
cutting days of the 1957-58 recession, 
companies have been keeping their in- 
ventories much closer to their corporate 
vests. In describing the change after 
that recession, an executive of a large 
Pittsburgh electrical company seemed 
to speak for most businessmen when 
he said: “We learned to live with 
smaller inventories, and we only 
changed our policy to hedge against a 
shortage during the steel strike. Right 
after the strike, we went back to play- 
ing it close; it’s cheaper.” 
¢ Changed Conditions—In explaining 
why the change took place, executives 
point to the effect on delivery dates 
of the shift from a high-demand, tight- 
capacity situation to a low-demand, 
excess-capacity situation. 

A steel warehouse operator explains 
the change this wav: “Before the 1959 
steel strike and also before 1958, de- 
liveries took 90 to 120 davs. In some 
cases now, you place vour order and 
jump back, or it’s likely to fall on vou 
We place orders for deliveries up to 
60 davs, but on some new orders we 
get deliveries in three or four days. We 
just don’t need as much inventory as 
we used to.” 

The relatively stable price level since 
1958 has given business an added rea- 
son to hold inventories down—particu 
larly with the tight monev policy that 
has been in effect since then. A Bos- 
ton manufacturer sums up the situa 
tion: “With money costing 5% now. 
you have to expect an increase of at 
least 6% a vear in the price of goods 
you are holding, before you can make 
money on inventory speculation. ‘This 
type of price increase just isn’t in the 


cards these davs.” 
¢ Firm Intentions—In talking about 
their plans, most businessmen inter- 


viewed by BUSINESS WEEK reporters said 
that they would continue their low- 
inventory policy as long as the present 
ample capacity and stable prices exist 
Some companies in the durable goods 
industries, where demand has been be- 
low expectations this year (BW—Jun 
4'60,p19), seem bent on actually cut 
ting inventories during the remainder 
of the year. 

The new inventory policy is wide- 
spread. In talking about inventory 





policy, economists are fond of using a 
gadget called the inventory-sales ratio. 
This is a good measure of how high 
or how low inventories are in relation 
to sales in a given month. An inventorv- 
sales ratio for a longer period is simpl\ 
an average of the monthly ratios. As 
the table on page 75 shows, most 
industries in 1959 held their inventories 
lower in relation to sales than the post 
war industry average. And they’re still 


doing so. 


ll. Easier to Do Now 


Now that changed economic condi- 
tions call for a low inventory policy, 
business finds new ways of carrying it 
out without pain 


Transportation improvements. In 
talking to executives, BUSINESS WEEK 


reporters found that the increasing 
speed and flexibility of the transporta- 
tion system probably the most im- 
portant technological factor that allows 
companies to cut inventories. 

The switch to truck transport has 
greatly increased delivery speed; the 
growth of private truck fleets offers 
“unitized” control of deliveries and pro- 
duction, allowing closer synchronization 
of operations and cutting the need for 
stocks. 

Because of better 
marshaling, including 
up of trains, the 
succeeded in 
schedules 

Improved warehousing practices. In 
the postwar industry has  suc- 
ceeded in rationalizing its warehousing 
and sub-assembly 

In some 
goods 


methods of car 
automated make- 
railroads have also 
improving their delivery 


years, 


procedures 
industries, such as_ soft- 
retailing, this shows up in the 
growth of centralized warehousing, 
which distributors to cut th 
inventories held in their retail outlets, 
vet spreads the risk of running short 
at anv one point 

In other industries, it 
decentralization. Durable 
facturers, especially, have 
their sub-assembly and warehousing pro 
cedures Lone Star Steel, 
an important supplier of oil-field equip- 


illow 


shows up in 
goods mantu- 
regionalized 


For example, 


ment, has placed facilities right in the 

heart of the Texas oil country 
Formerly, when somebody was drill 

ing a well, he would stock up on 


lod iv, 


order 


everything he expected to need 
he'll buy drill pipe but won’t 
casing pipe until he knows he’s got a 
well. Again, the risks of running short 
are spread, reducing the 
ventories. 

New methods of 
Aided by the spreading use of com 
puters and the growing application of 
operations-research techniques, — busi 
nesses have been able to tighten thei 
administrative control of inventories 
allowing them more readily to cut their 


need for in 


inventory control. 


BUSINESS WEEK e Sept. 3, 1960 





more companies depend on Hertz Rent A Car because 


with HERTZ you can rent 
it here...leave it anywhere! 








Hertz means dependable service everywhere! 


w, sparkling clean Chevrolets and other fine car 





Hertz is the world’s largest rent a car service with the most complete 
network of car rental offices. Hertz has the only “Rent it here . . . Leave 
it there” service that’s available not just in some towns, but everywhere. 


Using the Hertz system, a businessman can fly to one city, rent a car, 
and cover the most territory in the least time. When he winds up his ‘HER i 7 | 
trip, he leaves the car at the nearest Hertz office and flies back home. / 





Even the tightest schedules can be met because you get the same quick RENT A CAR 
and reliable service in every Hertz office, everywhere you go. Get HERTZ 


AUTO-matic Charge Card* and Central Billing service for your com- 





pany. Find out how easy and practical business-car renting can be! 


HE RITZ puts you in the driver’s seat! 


tz service with your HERTZ AUTO-matic Charge avel, Rail Travel, Americar ress, Diners’ Club, Hilton Carte Blanche or other accredited charge can 





Dealers in American made steel 
for over half a century 





WW Guarantee 


to you: 


the same personal 
attention and careful 
handling. 





You'll find us 
m the 
YELLOW PAGES 


why 


& 







For the finest 
and fastest in truck 


D-C offers you only one kind of service— the best! 

Whether you're shipping a full trailer load or a small carton— 
whether the destination is 30 or 3000 miles distant— 

your shipment is entitled to, and we guarantee it will get, 





service nearby and nation-wide— 
always specify D-C ... the Dependable Carrier! 


DENVER CHICAGO TRUCKING CO., INC. 


The ONLY direct coast-to-coast carrier! 


4 WHEN YOU NEED STEEL CUT TO SIZE 


OR FULLY FABRICATED YOU CAN 
DEPEND ON LEVINSON. THOUSANDS 
OF COMPANIES HAVE LEARNED TO 
RELY ON LEVINSON FOR 58 YEARS 
WITH FULL ASSURANCE THAT THEIR 
STEEL WILL BE DELIVERED AS SPECI- 
FIED AND ON TIME. 
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surplus stock f slow-moving. item: 
¢ On the Demand Side—Important 
shifts in demand have also cut the need 
for inventor\ 

e Non-dur 


distr 


ible good pre 


and ibution require lowe ny 
tories than do the 


tries, as 


durable good indu 
v7¢€ } 


the table on 


pag show 
Demand has been shifting to the non 
durable sectors in recent yeat 

e There has been a shift le 
mand toward service industri which 


require little inventory 

e Recent changes in defense hard 
ware have iway from airf: 
needs a lot of 


been 
that 


ime pro 
] 


duction materia 


toward missile production that needs 
lot of engineering; defense contracto1 
respond by stocking engineers rathe1 
than materials. In explaining their 
duced inventory requirements, execu 
tives of companies heavily involved in 


defense work also point to the growing 
share of the defense dollar that goes into 


research contracts 


Ill. May Help Stability 


Although eéconomists are worried 
about the short-run effects of the new 
look in inventory policy, they are hop« 
ful that, in the long run, it m lamp 
down inventory swings and thus en 
hance the stability of the economy 

Shifts from inventory-building to in 
ventory-cutting have been a prime con- 
tributor t post-war busines vel 
-particularly to the downswings. In- 
ventorv-building accounted for an av 
erage of 6.2% of the ris n GNP 


during the postwar upswings before th: 
present one, and cutting for 
of 65% of the fall in GNI 
during postwar downswings 


¢ Magnified Effect—Despite this vola- 


inventory 


an avcrag 


tility, economists don’t feel that in 
ventory swing ire. — ordinaril\ in 
initiating factor in business cycles. Ther 
irgue that businesses change their it 
ventories mainly in response to expected 
changes in their rate of sales. Inven- 
tory movements in business cvcles, the 
sav, merely magnify the effects on GNP 
of changes in sale 

This magnification work ymething 
like this: If mpanies Cx] t sa t 
rise by sav 10%, they will increase the 


purchases by more than 10‘ 
aineusslon vol ieee 


normal inv 
than | to 1 for the economy a whole 


If companies expect invent to fall 
by 10%, thev will likewis« ut thei 
purchases n than f h 
same reason 

¢ More Stable Now?—Som« non 
expect | atilitv of inventory m 
ments, hen bit more stability in th 
economy, now that th t f inven 
tories to i] ilread lat lv low 


The amount bv which chan n sal 
ire magnine | chang 1 
will be less than it has | END 
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BEFORE 





AFTER 


(... the important change is inside) 








Modernizing with Air Conditioning helped increase 





To meet increasing 
competition from 
new office build- 
ings,” reports Mr. 
George D. Rowan, 
President of R. A. 
Rowan & Co., “we 
air-conditioned our 


A typical, modern, air-conditioned 
Fidelity Building office. 


Fidelity Building completely in 1956. Results have 
been outstanding. We now have less than 1% va- 
cancy in this building. Equally important 
have highly satisfied tenants, who like the building 
and want to stay in it.” 

In any section of the country, in almost any 
building, air conditioning can help bring you longer- 


we also 


term rentals and more complete occupancy. Equip- 


the occupancy of this Los Angeles building to 99% 


ment manufacturers can provide you with efficient 
as well as economical systems for a wide variety of 
conditions. Most of these systems are charged with 
Du Pont ‘“‘Freon’’* refrigerants—known for their 
safe, trouble-free performance. 

For details on economical air conditioning for 
existing buildings, contact an air-conditioning equip- 
ment manufacturer or your nearest air-condition- 
ing contractor. 


*Du Pont’s registered trademark for its fluorocarbon refrigerants, 


GU PONY 


®t6 us. pat. OFF 


BETTER THINGS FOR BETTER LIVING . . . THROUGH CHEMISTRY 





in packaging 
Weyerhaeuser (Ware’-hous-er) 
ts pronounced 


Ingenuity (In-je-nu’-i-ti) 








If there were a popular 
demand for autumn leaves, 
Weyerhaeuser Ingenuity 
would package them to give 
you a selling advantage. 


Much more goes into Weyerhaeuser cartons than the contents 
they protect. Each represents the skills and experience of a 
large team of packaging specialists. From timber—grown 

as a crop—to merchandising excellence, every step of 
production is carefully planned to satisfy and economically 
meet the needs of each carton user. 


Impelling design for high shelf-appeal, plus high-fidelity 
printing, gives Weyerhaeuser cartons the ‘‘quality look”’ that 
attracts self-service shoppers. Carton uniformity speeds 
filling and closing, reduces costly rejects. Shipments-as- 
promised enable users to maintain efficient production. 
Working with Weyerhaeuser is a pleasing experience in carton 
ingenuity. We invite your challenging problems. 

ASK FOR FREE BOOKLET—This 

informative ‘‘Ingenuity'’ booklet colorfully 

explains how Weyerhaeuser can serve you Wigetaonss 


It shows not only how Weyerhaeuser works 
but what Weyerhaeuser will do for you 


Weyerhaeuser Company 


Boxboard and Folding Carton Division 


Headquarters: 919 North Michigan Avenue + Chicago 11, Illinois 
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Washington thinks that its chances are good for getting more than it 
gives in the general tariff negotiations started this week in Geneva. If this 
happens, it will be for the first time in the history of postwar tariff-cutting. 


Behind Washington’s hopes is the serious deficit in the U.S. balance 
of payments. Most European trade officials, fearful of a U.S. swing toward 
protectionism, are inclined to be more generous this year with Washington. 


But that’s not the only reason for optimism. The new truce between 
Europe’s rival trade blocks, the Common Market and the European Free 
Trade Assn. (EFTA), means they will bargain seriously to lower trade 
barriers between each other. Indirectly, this would benefit the U.S. and 
other GATT (General Agreement on Tariffs & Trade) members under the 
most-favored-nation principle. 


In its first sessions, which may drag on through fall, the GATT meeting 
will concentrate on the effect of the Common Market’s tariff on world trade. 


Then, in January, members of GATT will begin bargaining with each 
other for lower duties—with the six Common Market countries participat- 
ing as a unit. 


The U.S. delegation, headed by Clarence B. Randall, is in Geneva with 
a long list of products for which it will seek more liberal treatment by the 
Common Market countries. High on the list are tobacco and other agricul- 
tural products, automobiles, steel products, and a number of chemical 
products. 


The GATT negotiations will be separate from efforts to find a way of 
merging the Common Market and EFTA. These efforts, begun by West Ger- 
many’s Chancellor Adenauer and Britain’s Prime Minister Macmillan, will 
go forward slowly over the coming months at a higher political level than 
GATT. 


The U.S. is continuing its campaign to solidify relations with Latin 
America. It will participate in next week’s meeting of the ees of 
American States’ Economic & Social Council in Bogota, Colombia. 


Main topic of discussion will be Pres. Eisenhower’s proposed $500-mil- 
lion economic aid program. It calls for a new hemisphere economic planning 
organization to coordinate U. S. aid, trade, and investment. 


The U.S. may be in for rough sledding. The program has been criticized 
in the U.S. and Latin America as too little and too late. Some critics also 
think it too idealistic and vague. Many of the procedural details will be left 
to the new U.S. Administration. 


U.S. policymakers believe they have accomplished what they set out 
to do at last month’s OAS meeting in San Jose, Costa Rica. Resolutions 
condemning the Trujillo dictatorship in the Dominican Republic and 
indirectly censuring the Castro regime in Cuba are isolating the two islands 
from the rest of the hemisphere. 


Washington expects Caribbean tensions to increase. The resolutions 
have stung both Trujillo and Castro into strengthening their positions at 
home. And both have lashed out anew at the U.S. and the OAS. 


Washington now plans no further moves against Trujillo and Castro. 
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The Administration will see to it that the Dominican Republic gets none 
of Cuba’s reduced sugar quota. Other economic sanctions, such as embargo 
on exports to the two islands, will be held in readiness. 


Long-range aim of this policy is a change in governments in Cuba and 
the Dominican Republic. But the U.S. will shun the role of direct 
executioner. Washington will leave them alone in hopes that their regimes 
will be ended by political pressures from within. 


The U.N. is strengthening its position in the Congo, despite Sovict 
meddling, continued violence, and confusion. 


It won a victory over Congolese Premier Patrice Lumumba this week 
when a conference of African nations, meeting in Leopoldville, rebuffed 
Lumumba’s plea for an all-African army to replace U.N. forces. 


While Lumumba sulked, the conference voted instead to urge Lumumba 
to cooperate with the U.N. At the same time, the Congalese Senate, which 
has some anti-Lumumba members, passed a resolution backing up the U.N. 


With all this, Dag Hammarskjold is determined not to let the U.N. be 
forced out of the Congo—even if Lumumba orders it—until order is restored. 


Although Congolese opposition to Lumumba appears to be gaining 
strength, Lumumba is getting more support from Moscow. At least 125 
Soviet bloc advisers—mostly Russians—are now in the Congo. And at 
midweek, the Russians put a squadron of Ilyushin-14 air transports at 
Lumumba’s disposal for flying troops to the Katanga frontier. 


Just as tensions appeared to be easing a bit in the Middle East, a new 
spark was struck this week with the assassination of Jordan’s Premier 
Hazza Majali. 

Almost immediately, King Hussein charged that “responsible people” 
in the United Arab Republic were linked with the bombing. The U.N. sent 
its Middle East chief, Pier Spinelli, to Amman to deal with the crisis. 


Many observers agree that the assassination probably was engineered by 
hot-headed Jordanian exiles in Syria, without Pres. Nasser’s knowledge . It’s 
doubtful that Nasser would want Jordan at this point, since its foreign aid 
needs of $40-million a year would make the country an expensive prize. 


Russian and Chinese Communists are stepping up their efforts to con- 
vince the Japanese that a neutral policy will pay off. 

Chinese Communist Prime Minister Chou En-lai this week told visiting 
Japanese that Peking is willing to trade with Japan even though Japan does 
not officially recognize the Chinese Communist government. 

In Moscow, Soviet Premier Khrushchev told Japanese Socialists that 
Russia would consider returning two southern Kurile islands, occupied by 
Russia after World War II, if the Japanese will oust the U.S. from Japanese 
bases. 

There’s little expectation that Japan’s conservative government will 
make a deal with the Communists so long as Japan’s export markets in the 
West keep expanding. 
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Shipping Power Applied to Horsepower! 
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Interstate System has been making on-time deliveries 


to the automotive industry for more than 34 years! 


This is the kind of LTL and truckload service that separates the wheat from 
the chaff. Interstate System offers direct, single-line, scheduled service to 
more than 9,000 points in 24 states — the fastest, most convenient deliveries 
in the industry. If you and your company are not now enjoying this kind of 
shipping power, you should be. Call the Interstate System transportation 
specialists. We’re in the Yellow Pages. 





INTERSTATE SYSTEM 


MORE THAN A TRUCK LINE... A TRANSPORTATION SYSTEM 





Do you have any of these 


COST-CONSUMING 
BUSINESS PROBLEMS? 


NEW (CZO@AA-) CAN HELP SOLVE THEM ALL! 


read how... 











paper simplify on-the-job handling . . . allow Clupak extensible paper. Flexibility and paper gives you a reduction in paper basis 
more compact stacking . . . less re-packag- stretch prevent tearing toughness re- weight, a saving in bag cost, while providing 
ing .. . even with lower basis-weight paper. duces shipping damage extra toughness 


1 MULTIWALL BAGS made of Clupak extensible ? WRAPPING ODD SHAPES is no problem with 3 SHIPPING MATTRESSES in Clupak extensible 





paper yields better conformation to the reduced when expensive doors and wood paper gives you better protection against 
irregular outline, plus stretching with the moldings are wrapped in shock-absorbing damage because Clupak molds itself to the 
tire, to prevent tearing. Clupak extensible paper boat’s outline without tearing or ripping 


4 WRAPPING TIRES with Clupak extensible 5 MATERIAL DAMAGE in lumber yards is f BOAT PACKAGING wih Clupak extensible 





EXTENSIBLE PAPER 


FREIGHT SHIPPING BAG Shown above are but a few of the 
MEETING REQUIREMENTS OF RULE 40 


Applicable Freight ansaid unlimited applications of Clupak exten 
Cdeaentae BY sosvcitkstielice sible paper for business and industry. 


Specify “Clupak” the next time you 























ae EXTENSIBLE a, order paper or paper products. Your 

CLUPA , paper salesman will tell you how 

Sg PAPER fie Clupak extensible paper can benefit 
7 | you in your business. 


extensible paper absorb shock, remain extensible paper meet all requirements of 
intact. That's because this revolutionary new Rule 40. The paper's built-in stretch absorbs 
paper has a patented built-in stretch or’’give the shock that splits ordinary bags. EXTENSIBLE 


Revolutionary new material cuts packaging costs! CLY (PA KE: 


PAPER 


7 GROCERY BAGS made of stronger Clupak 8 FREIGHT SHIPPING BAGS made of Clupak 








Clupak, Inc.'s trademark for extensible paper manufactured under its authority and satisfying its specifi 30 5th Ave., N. Y. 36, N. Y 








In Business Abroad 


Pacts With Ghana and U.A.R. 


Put Russia Deeper Into Africa 


The Soviet Union’s economic offensive has cut deeper 
into the African continent with the signing of a $40- 
million trade-and-aid deal with Ghana. 

The pact caused some concern in Washington, where 
U.S. officials are helping to work out financing for a 
proposed $304-million hydroelectric power and aluminum 
development project on Ghana’s Volta River (BW— 
Aug.27°60,p36). Kaiser Industries leads a consortium of 
aluminum producers involved in the project. 

By signing the agreement, Ghana paved the way for 
the Russians to pick up the Volta plans if the West 
should drop them. The pact says Russian assistance can 
include help in developing power and mineral projects 
in Ghana. Other terms call for Russia to provide Ghana 
with machinery and equipment in exchange for cocoa, 
rubber, coffee, and other agricultural products. 

Last week, Soviet officials signed an agreement with 
the United Arab Republic providing an additional $225- 
million for Cairo’s Aswan Dam project. ‘The Russians 
already are providing equipment and assistance under a 
$100-million loan agreement signed last year. 


Auto Makers Converge on India 


To Sell Plans for ‘People’s Car’ 


Auto company representatives are rushing to India 
with plans for a mass-produced “people’s car” from 
Britain, West Germany, France, Holland, Italy, Czecho- 
slovakia, and Japan. 

The men are presenting their plans to an “Experts’ 
Committee” appointed last month to determine whether 
a home-produced small car would benefit India’s economy 
and whether any foreign models would suit India’s needs. 

For some time, the Indian government has had the 
idea that the country might be ready to produce its own 
small, four-passenger model, selling for about $1,300. 
Recause India is short on foreign exchange, imports are 
out of the question. The three-man “Experts’ Commit- 
tee” is expected to submit recommendations to the gov- 
ernment in about four months. Only one Indian com- 
pany—state-owned Hindustan Aircraft—has submitted 
plans for the proposed car. 


Planes Moscow Seeks to Export 
Are Grounded After Crash 


The commercial airliner that Russia is trying to sell 
outside the Soviet bloc (BW —Aug.27'60,p107)—the 
Ilvushin-18 turboprop—has been grounded by Soviet 
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authorities following the crash of an [I-18 oy the Cairo 
Moscow run. Prior to the crash, Western airline repre- 
sentatives in Moscow had advised Aeroflot, Russia’s state- 
owned airline, to correct a vibration that pulsed through 
the fuselage every 24 seconds. ‘The Russians had replied 
to these officials, who coordinate their airline activities 
with Acroflot, that the vibration was being corrected. 
Aboard the 11-18 from Cairo were Africans en route to 
Moscow to observe the trial of U-2 pilot Francis Gary 
Powers. 


Remington Rand Plans European Plant 


To Make Typewriters for U. S. Market 


Remington Rand, under pressure from foreign com 
petition in the U.S. market, plans to transfer production 
of standard and portable typewriters from Elmira, N. Y. 
to Western Europe, probably next year. ‘The site has 
not been announeed. The company will export type- 
writers to the U.S. from its overseas subsidiary. 

A similar move to Britain was announced earlier this 
year by Smith-Corona Marchant (BW—Jun.11’60,p]1 32). 


Brazilian Private Capital, Thwarted 
At Home, Will Develop Bolivian Oil 


Brazilian private capital, barred by law from engaging 
in petroleum production at home, is preparing to show 
what it can do in the way of oil development in neighbor- 
ing Bolivia. If results are successful, they may prove em 
barrassing to Brazil's state-owned oil monopoly. 

Brazil acquired oil rights in Bolivia by a 1938 treaty 
under which Brazil built a railroad for Bolivia. After 
waiting nearly 20 years, Bolivia told Brazil to start work- 
ing its 2.8-million-acre oil concession or lose it. 

Since Bolivia’s oil code excludes foreign state-owned 
agencies from operating within the country, the develop- 
ment job went to four private companies—against the 
wishes of Brazil’s state company, Petrobras, which would 
like to work the concession itself. One of the companies 
has completed initial survey work and is preparing to 
sink its first test well. 


Business Abroad Briefs 


Dow Chemical Co. has bought a half-interest in a Span- 
ish chemical company, Union Quimica del Norte de 
Ispana, for $9-million. ‘The Spanish company will expand 
its petroleum facilities. 


West Germany’s textile industry, beset by a serious labor 
shortage, has gone to Northern Ireland to recruit linen 
workers for its automatic looms and spinning and winding 
machines. West German textile companies are said to 
have more than 10,000 vacancies. Northern Ireland has 
about 1,500 unemployed linen workers. 
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in any future national emergency, the principal burden of trans- th 


portation will fall upon the railroads (in World War II, 90% of all te 
military freight moved by rail). h 
In everyone’s interest, public policy should give the railroads the opportu- 1 
nity to compete with other forms of transportatior a fair and equal basis. lr" 


ASSOCIATION OF AMERICAN RAILROADS, WASHINGTON, D.C. 





THE MARKETS 





Disorder in Stocks 


Wall Street got a graphic demon- 
stration this week of what happens 
when speculators run wild with a 
stock. Two companies—Comptometer 
Corp. of Chicago and TELautograph 
Corp. of Los Angeles—shot up in hectic 
and disorderly trading (charts). 

On Monday, things were so confused 
that New -York Stock Exchange off- 
cials first refused to allow TELauto- 
graph to trade at all, then canceled 
all stop-loss orders in the stock. Comp 
tometer, for its part, led the day’s 
market in trading activity, with over 
174,000 shares changing hands; it ros« 
over $4, to close at $24. 

Tuesday, the situation was much 
worse. Only TELautograph. traded- 
and then not until 3:30 p.m., at the 
close of the market. It traded at $24, 
up 54 points over the Friday close, 
and over 17 points from its low for the 
vear. Until that hour, it was simply 
not possible to match the flood of buv 
orders with corresponding orders to sell 
at what NYSE officials considered a 
reasonable price. Veteran floor traders 
said they could not recall any other 
instance when it had not been possible 
to open trading in an active stock for 
so long—in the absence of a general 
break in the market. 

Wednesday, both stocks traded, but 
only sporadically, with trading halted in 
the morning almost as soon as it started. 
At the close, a block of 36,000 shares 
of TELautograph traded at 244, and 
34,600 shares of Comptometer at 30. 

These gvrations touched off parallel 
investigations by both the NYSE and 
the Securities & Exchange Commission. 
In particular, the SEC was interested 
in tracing buvers and sellers in the 
two stocks to see if anv pattern of 
manipulation exists; the NYSE. pressed 
for a “complete explanation of recent 


events affecting the company.” If the 


Exchange isn’t satisfied with the answers 
it gets, it could take action against 
rELautograph, including a permanent 
suspension of trading in the stock. 
¢ Spark—The frantic —_activitv—and 
what amounted to a suspension of trad- 
ing—w is set off bv a press release sent 
out by TELautograph on Aug. 24 
It said it “had been notified by th 
American Telephone & Telegraph Co. 
that for the first time message rate tele 
writer service will be permitted over 
telephone lines on a local and long 
range basis.” This means, the compan 
handout went on, “that it is now 
possible to send a hand written mes- 
sage by the use of the TELautograph 
lelewriter.” 

TELautograph never said so, but 
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word quickly spread throughout the 
Wall Street rumor mill that the com- 
pany had the inside track on an ex 
clusive setup to furnish telewriter servicc 
over AT&T lines. Comptometer came 
into the act when some security an 
ilysts pointed out that it also has an 
electronic writing device—called the 
Electrowriter—and has been working 
with AT&T to adapt it to the telephone 
svstem 

[he boom in Comptometer shares is 
doubly significant because the company 
is currently trving to register with the 
SEC over 550,000 common shares, 
plus a big block of convertible preferred 
shares and debentures. About 350,000 
of the common shares have already 
been issued in connection with recent 
Comptometer acquisitions. If and when 
the registration statement clears the 
SEC, the holders of this stock will be 
free to put it on the market. 
¢ AT&T’s Position—At midweek, the 
exact status with AT&T of the two 
compcting writing systems wasn’t clear. 
\ spokesman for AT&T said that only 
the Comptometer svstem had as vet 
been tested bv Bell System engineers 
and that ‘TELautograph had simply te- 
ceived ‘“‘an invitation” to come in on 
Sept. 13 and discuss the adaptation of 
its equipment to AT&T requirements. 

Raymond E. Lee, TELautograph’s 
+4-vear-old president, took exception to 
AT&T's statement. ‘We already have 
,700 machines operating over Bell Sys- 
tem lines on a private lease-wire arrange 
ment,” he said—and Bell confirms this 

But Lee admits that modifications of 
his company’s equipment will be needed 
before it will be suitable for general use 
over the dial telephone system. He also 
indicates that there are still technical 
problems to be resolved concerning the 
frequencies at which AT&T will allow 
'ELautograph to transmit messages 
over the dial network. However, the 
cost of message rate service, if and when 
it is initiated, should be well under 
the cost of a leased line—minimum cost 


for a line from New York to Los An 


geles is estimated at $3,300 a month 

ind should substantially broaden the 
market f lectronic writing services 
¢ NYSE Action—At this point the 
NYSE moved in to clear up the con 
fusion. It demanded that TELauto 
graph iss larifving statement on its 
business status, the probable impact on 
its earnings of the new business over 
AT&T lines, and the background of 


\ report that Olivetti, the Italian busi 
ness machine manufacturer that con- 
trols Underwood Corp., has decided to 
cancel an option—at $7 a shore in 1960 
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@ Youngsters inbound to the Port 
of Honolulu have been shouting 
this phrase since 1927 . . . the year 

CB&I built “the pineapple”’ . . . one 

of Hawaii’s most eye-catching landmarks. 


o8 The imagination and Craftsmanship in Steel 
which created this unique water storage tank for the 

Hawaiian Pineapple Company more than 30 years ago are inherent 

in each structure built by CB&I today. 


At CB&I, the individual talents of research, engineering, 
fabrication and erection specialists are skillfully blended to build 
the very best . . . whatever the structure . . . however it will 
serve. These coordinated services are available to you 

. . anywhere in the world! 


Write for the brochure: ‘‘ Tanks That Advertise.” 
Tanks and steel plate work for Municipalities... 


Aircraft, Chemical Process, Petroleum and Pulp 
and Paper industries ...and Industry at Large. 


Cuicaco Brioce & IRON COMPANY 


332 SOUTH MICHIGAN AVENUE 
CHICAGO 4, ILLINOIS 





OFFICES AND SUBSIDIARIES IN PRINCIPAL CITIES THROUGHOUT THE WORLD 


&8 The Mar ket 











and $8 in 1961—it holds on 100,000 
TELautograph shares. In Milan, Oli- 
vetti denied that any decision has been 
reached on the TELautograph option 

At a press conference, which was 
called as a result of the NYSE demand, 
Lee refused to back down on any pre- 
vious statements. “‘We have been fac 
tual and conservative in everything we 
have said,” he stated flat, But Lee 
did admit that the company lost mone 
during the first half, and that if Oli- 
vetti refuses to invest in TELauto 


graph it might cause problems Wi 
lease our machines,” he said, “and 
we're alwavs in need of financing.” H¢ 
ilso acknowledged that it is anyone 

guess when the company’s new devices 
will be contributing to earnings 


e Overwhelmed—NYSE. officials were 
clearly concerned over their inability to 
keep trading going in the two stocks. 


| 

The responsibility for maintaining a 
smooth market in a rapidly moving 
stock, rests, of course, with the stock’s 
specialist. As part of his job of main- 


taining a smooth market he’s expected 
to sell stock when the market is rising, 
going short if necessary, and to buy 
when prices are falling 

But the demand for TELautograph 
ind Comptometer overwhelmed _ th 
specialists, and the normal machinery 
for running the auction market. John 
A. Coleman, the TELautograph special 
ist, who has spent his entire working life 
on the floor of the NYSE and whose 
firm, Adler, Coleman & Co., has a net 
worth estimated at $10-million, balked 
at selling short the more than 80,000 
shares that were needed to open trad- 
ing in TELautograph on Monday. It 
was only by going short on a block of 
TELautograph that Coleman was able 
to open the stock on Tuesday afternoon 

\ similar situation developed when 
Harold S. Stonehill, the Comptometer 
specialist, found buy orders for 66,000 
more shares than there were sell orders. 

A lot of brokers felt that the failure 
to open the stocks was a black mark for 
the Exchange. As one put it, ““That’s 
what you've got specialists for—to make 
a market when there’s an imbalance 
between buy and sell orders.” 

(Under NYSE rules, all orders that 

come in prior to the opening—no matter 
what time that takes place—have to get 
equal treatment. At the beginning of 
every market day this leads to a succes- 
sion of big blocks of stock changing 
hands, as overnight buy and sell orders 
ire matched up.) 
e Duty to Public—Exchange officials 
point out that both stocks could have 
been opened—if the price had been 
raised sufficiently to bring out the sell- 
ers. But this the NYSE was not willing 
to do. “That’s not the way we op- 
erate,” says an NYSE official. ““We 
have to protect people from their own 
cupidity.”” END 
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Teletype machines help 
cut costly paperwork 


A Teletype machine equipped with a simple sprocket-feed 
mechanism can handle multi-carbon forms as readily as the more 
familiar plain paper on which messages are transmitted. Thus 
distances can be bridged not only with information, but with 
information that is preprocessed, ready to go to work. 

Example: A sales order is transmitted from branch office to 
home office and reproduced accurately and precisely on 
a form in the Teletype machine—with carbons for production, 
accounting, shipping, etc. No further order-writing 
effort needed, no recopying errors. 

Teletype printers handle a wide variety of multi-copy 
forms. Moreover, the usefulness of this technique can be 
further extended with Teletype tape punching and reading 
equipment—which can capture, store and utilize repetitive 
data to further mechanize paperwork procedures. 

Teletype Corporation manufactures this equipment for 
the Bell System and others who require the finest in data 
communications equipment. 


Typing Tape Punch Tape Reader 


Send-Receive Page Printer Automatic Send-Receive Set 


FREE Model 28 line folder. Write Dept. 
5555 Touhy Avenue, Skokie, Illinois. 


TELETYPE 


CORPORATION 


sussioiary of Western Electric Company Nc 











LOOKING FOR A 
PROFITABLE INVESTMENT 


— ideal for absentee ownership 





Consider the Advantages 
of the BOOMING 


In a matter of days—not months YS teoneas IN DU STRY ! 


—you can be securely in a busi- 
ness which will produce well 
above average earnings with only an operating manager supervising when 
you use motels pre-engineered by Hart Industries. 

Hart Industries and Thrift Courts of America can deliver to your site full 
furnished 3 and 4+ room motel sections which can be arranged any way you 
like, or our engineers will plan—without charge—for you. The motel sections 
are made to meet or exceed most codes using only the finest of materials 
and equipment—you furnish only linens 

Attractive financing and leasing programs are available. If you 

are seeking such an investment, we will be happy to send you 

- literature and case histories of profitable motel installations we 

RB have made. Hart Industries Has Never Installed A Motel 
: That Didn’t Make A Profit! 









HART / INDUSTRIES 1662 W. Bristol, Elkhart, Indiana 


Rage Ny Re al 


PEABODY’S RESERVES 
KEEP YOU IN 
THE GAME 


Two Billion Tons of 
Proven Coa/ Reserves 

. plus Peabody’s continu- 
ous development of mining 
properties near the nation’s 
inland waterways and major 
railways ...offers your com- 
pany a dependable source of 
power for the years ahead. It 
means long term insurance to 
keep your plant and equip- 
ment operating ...and eco- 
nomical operation because 
COAL is by far your lowest 
cost fuel. 
Investigate Peabody’s 26 mod- 
ern mining operations — and 
tremendous reserves... re- 
serves that keep you in the game! 
Send for Peabody’s new FREE 
booklet, “COAL ... ANCIENT 
STOREHOUSE OF MODERN 
LIVING.” Write Dept. BW. 


PEABODY 
COAL COMPANY 


Peabody Plaza 
301 Olive St., St. Louis 2, Mo. 




















Wall St. Talks .. . 


. . . about Telelectro In- 


dustries, Jersey Standard buy- 
ing Monterey Oil, Japanese 
Securities Sales. 


Che fever f shat f companies 
that are building devices to transmit 
written information over telephone 
lines—which t TELautograph and 
Comptomet m a tear (page 
proved ntagi On the American 
Stock Exchange electro Industries 
Corp., which uses a special television 
camera t nd still pictu the 
telephone jumped r 6 point trom 
14g to 20 (1960 low: 11 

7 
West Coast oil m« usly the 


rumors that Standard Oil of te ~ Shee 
wants to buv Monterey Oil Co., a 


Californi rude producer. ‘The price, 
brokers sav, will be $42 a share for 
Monterev, which is now trading about 
$30. Neither Monterey nor Humble 
Oil & Refining ¢ Jersev's domestic 
subsidiary, will comment on the report 
s 
Iwo widespread rumors were flatly 
denied th veel 1) First National 
City Bank stated it would not follow 
Marine Midlai Corp entry into the 
small busin Wwestment compan 
program BW —Aug.28’'60,p116),  al- 
though it h nsidered the idea. It 
decided it 1] mimodat mall 
— financing needs through ex 
sting channels. (2) Talk of merger be- 
mt E.versh: mp, Inc., and Technicolor, 
Inc., of ich | harp president 
Patrick J. Ira is a 1 director, 
Wads cotch | hn lon KCCI 
tive \\ tall icrg¢ 
with | h \ iot talkin 
it now—with t vith anvone 
2 
Kidder, Peabody & Co. deni ») 
cific reports of a deal to float $5-million 
worth of urities f Mitsubishi Ele 
tric Manufacti ig Ce but it admit 
it t t t¢ 1 doing 
financing fot ipane compan on 
l ba that \ ld aD! American 
investors to is well as straight 
adept 
7 
Sh: ireholde ts of Delaw: ire & Hudson 
Co.. vhicl } railroac na mining 
holding Vel pleasanth surprised 
when th mpan nnounced it wa 
continuing it gular quarterly dividend 
of 50¢ | t | rtl n 
und 1 n } wh 
it in ( ice wn t 
22 (1 b f feat 
that th ) ule ut it i 
Cal t ‘| | 1 of I 


BUSINESS WEEK e Sept. 3, 1960 


y 
ng 


60 


Gears and rollers are molded of DELRIN 
in this view of the Post-Rite Data Indi- 
cator, used in traffic control and other 
systems. (Parts molded by Control Mold- 
ing Corp., Staten Island, N. Y. for Gen- 
eral Railway Signal Co., Rochester, N.Y.) 


POLYCHEMICALS 





DEPARTMENT 


REG. U.S. PaT. OFF. 
3S FOR BETTER 


LIVING ...7H 





Gear train of new Du Pont Delrin® 
speeds vital information to 
traffic control centers 


Up-to-the-minute information on traffic, weather and other vital factors can be fed 
from computers and remote stations into banks of high-speed data indicators, so 
that an airway traffic controller, for example, can read it off immediately. Inside the 
indicator, a gear train actuates and guides a printed tape to the view port. The 
indicator must operate with extreme reliability, minimum maintenance and no 
lubrication. That’s why nine parts of new Du Pont DeLRiN acetal resin were chosen 
for the complex gear train. Prolonged testing showed that the parts of DeLrin far 
outlasted metal components under loads and speeds required . . . operating over 
5.000.000 revolutions without lubrication. 

This is one more example of the product improvements made possible by DELrin, 
a versatile new material that has already been put to good use in household items, 
telephone components, plumbing fixtures, clothing fitments and many other modern 
products. It may well help you make a better product. Find out more by writing to: 
E. 1. du Pont de Nemours & Co. (Inc.), Dept. D-9-3, Room 2507D, Nemours Bldg., 
Wilmington 98, Delaware. Jn Canada: Du Pont of Canada Limited, P.O. Box 660. 
Montreal, Quebec. 











All medium-guantity reproduction work 
at the Anaconda Company gets piped to an Ozamatic 


Like many other progressive corporations, THE ANACONDA COMPANY's New York head- 
quarters office uses an OZALID Direct Copy System to obtain specific benefits in terms 
of costs and efficiency. An OZALID Direct Copy System means copies in seconds at 
less than one cent each for materials! OZALID's user advantages cover every phase 


of reproduction from routine /etters to engineering applications. Why not do 


ANACONDA has done... check an Ozamatic® direct copy machine. Just call your 


local OZALID representative today for details. OZALID, Johnson 
City, New York. A Division of General Aniline & Film Corporat 
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In the Markets 


Stock Prices Turn Down Again; 


Analysts Differ on the Outlook 


Confusion among Wall Street professionals was evi- 
dent this week. Stock prices moved lower. Some 
analysts felt this was a normal reactien to the strong 
upward surge evident through most of August. Others 
interpreted it as a sign that a downturn of substantial 
proportions may be under way. 

The confusion stems from the uncertainties over the 
business outlook. Last week, investors seemed to be 
feeling that the fall would bring an upturn in economic 
activity, and a rise in corporate profits. ‘his week, 
brokers say their customers are shifting to the view that 
the fall rise may be of less than seasonal proportions, 
and that the prospect of any turnaround in the shrinking 
profits picture is small. 

Even if business turns out to be good this fall, it is 
questionable whether the stock market averages can 
approach their old highs. For when the Dow-Jones 
industrial index reached over 680 in early January, the 
belief was widespread that 1960 would be a record- 
breaking year for business. Now these expectations 
have been dashed, and although prices of stocks in many 
basic industries are depressed, a level of 625 on the Dow- 
Jones is still fairly high. 

A decline seems more likely. For if business does not 
come up to expectations, or drags along at a sluggish 
rate, it will mean a further shrinkage of profits, and that 
might lead investors to become discouraged about the 
prospects for equities. 

* e * 


Murchison Buys More Alleghany Stock 
Likely to Press Changes in Company 


The Murchison oil interests have bought some 150,000 
additional shares of Alleghany Corp. stock in what ap- 
pears to be an attempt to influence changes in the hold- 
ing company and one of its top profit-makers, Investors 
Diversified Services, a Minneapolis-based investment 
company. At the same time, though, John Murchison 
says he is anxious to avoid an “injurious” proxy fight 
with Allan P. Kirby, Alleghany’s chairman. 

The Murchisons’ Alleghany holdings are second only 
to Kirby’s, who owns more than 11% of the 5.1-million 
outstanding common, warrants to buy 266,340 more 
shares, plus 10% of Alleghany’s 6% convertible pre- 
ferred.. In February, the Murchisons obtained their large 
position by agreeing to pay $10.2-million for 250,617 
shares of common and 160,320 shares of 6% preferred 
held in the estate of the late Robert R. Young. But 
just before that agreement, they had agreed in a court 
settlement to hand control of IDS to Alleghany. Since 
then, Kirby and his associates have made several man- 
agement changes at IDS that have upset the Murchi- 
sons. 

Murchison won't go into what he expects to accom- 
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plish at Alleghany, but observers believe that he will try 
to get Kirby to make some new changes in the IDS 
setup, using the threat of a proxy fight only as a last 
resort. 

ee ee e@ 


Oppenheimer Fund Increases Commission 
To Dealers to 82% to Promote Sales 


Looking to increase the number of dealers selling its 
shares, Oppenheimer Fund, a $4.6-million mutual fund, 
has upped its sales charge to 84% from 14%. At the 
same time, the fund has eliminated its 1% fee on re- 
demptions ef shares. 

Oppenheimer started as a “low-load” fund because it 
did not want to incur the expense of a major distribu- 
tion system. Its investment performance has been good, 
and now the fund executives feel that it can attract more 
buying. So it is offering a high commission to dealers 
in order to promote sales of its shares. 

Since the fund’s first offering on June 30, 1959, at $10 
bid, the fund’s per share value has risen 23%; this year, 
despite the market slump, per share value is up 11%. 

The fund’s investment policies are more off-beat than 
most open-end companies. Under its charter, it is allowed 
to make short sales, to put up to 25% of its assets in 
one security, to borrow for leverage, and to invest in 
foreign exchange and commodities. For example, it now 
has 16% of its assets in Underwood for which it paid 
an average of $27 per share; Underwood traded this week 
at $55. It also has a short position in Chrysler, Ampex, 
and Kaiser Aluminum. 


Anderson-Prichard Oil Discloses Deal 
To Sell Its Assets to Four Companies 


Anderson-Prichard Oil Corp. this week spelled out 
details of the sale of its assets to four companies for 
$123-million—and ended speculation of why its stock 
had risen from $32 to $44.50 since January, while other 
oil shares had been declining. Under the complex deal, 
Anderson-Prichard shareholders would receive $50 a share, 
before expenses, provided they approve the sale. 

This is the way the deal would work out: 

¢ Brookston Oil Co., a Delaware corporation, 
would pay $80-million for the rights to production pay- 
ments from oil and gas leases; production payments 
come out of sales of future output. The money would 
be lent Brookston by a syndicate of banks and insurance 
companies. 

* Union ‘Texas Natural Gas Corp. and the Frank- 
furt Oil division of Joseph E. Seagram & Sons, Inc., 
would pay $17.1-million for the remaining gas and oil 
properties, undeveloped leases, and other assets. Union 
Texas would get a five-sixth interest, Frankfurt the re- 
maining one-sixth in the properties. 

¢ Apco Oil Corp., a newly established Delaware 
corporation, would buy the refining, marketing, and 
transportation properties of Anderson-Prichard for $26.2- 
million. ‘The money would be obtained partly from 
a $12-million bank loan, partly from a package offering 
of securities by Apco to Union Texas stockholders. 
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LABOR 


TWU’S Michael Quill demanded ban on subcontracting 
maintenance work and on giving workers added jobs. 








PENNSYLVANIA RR’S negotiator, Vice-Pres. James Newell, called TWU’S 


demands too costly, said management would lose decision-making powet1 


Head-On Clash on Job Security 


At midweek, the« 


wealthiest railroad, the 


nation’s biggest and 


Pennsylvania, 


id organized labor's stormy petrel 
Michael J. Quill, were locked in round 
the-clock bargaining sessions to head 


ff a strike that would close down the 
ntire PRR system, serving a_ highh 


ndustrialized, 13-state area It had 


become, suddenly, the most critical rail 


dispute: in a vear marked by serious 
ulroad labor diffi ulties 
Whatever the outcome, the last 


brought to a head 
that is 


troubles 


ditch negotiations 


} 
; 


} ] 
the particular Clash of interest 


behind the vear’s rail labor 
the determination of management, b« 

financial difficulties, to trim high 
labor costs by changes in the 
igainst the in 


ilready hit 


set b 

) 
WOTk 
force and work rules, 
sistence of 


by heavv job los 


railroad unions, 
ses, On preserving job 
In the Pennsvlvania dispute, job secur 
became the big issu 


Vh ypposing stand n the issue 


had carried the Pennsylvania dispute 
through three vears and thre¢ 
of bargaining, mediation, fact-finding 
ind White House intervention. Then 
Quills ‘Transport Workers Union 


representing some 15,000 maintenance 


months 


workers on the Pennsvlvania lines, set 
i “final” strike date for Sept. 1. It wa 
igainst this deadline that the negotia 


tors worked 
¢ Kev Points—I'wo kev demands wet 


it the nub of the controver lemands 
that the Pennsvlvania claimed would 
not only be too costlv for the railroad 
to accept, but would prevent manage 
nent from making its own operating 
lecisions 

In the dispute, the TWU, represent 
ng some 15,000 car inspecto iler 
leaners, and the like was joined by 


System Federation 152, representing 
ibout 5,000 maintenance craftsmen 
[The Pennsylvania has 75,000 em 
plovees The two unions were asking 
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Know both to keep your steel costs low 


You know steel is low in cost. How can you keep most economical way to buy steel. Figure all 
it that way? One way is never to forget that there’s your costs of possession, such as: 

more to final cost than initial price. Hidden—and Cost of capital: | Cost of operation: Other costs: 
unnecessary—costs of possession, like handling, Inventory Space Obsolescence 
storing, cutting, taxes and insurance often creep Space Materials handling manegenes 


‘ : Equipment Cutting & burning Taxes 
in. Recognize these added expenses. Scrap & wastage Accounting 


¥ > . . In naa 7° M4 Ty . ‘ — | . . 
Each steel user’s case is different. Your steel serv- Call your nearby steel service center, or write for free 


ice center will be glad to help you determine the booklet, ‘‘What’s Your Real Cost of Possession for Steel?” 


-» YOUR STEEL SERVICE CENTER 


SERVICE CENTER STEEL SERVICE CENTER INSTITUTE 


INSTITUTE 540-A Terminal Tower, Cleveland 13, Ohio 
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“In my day, machine tools and other income-producing 


equipment were sold for cash on the barrelhead.” 





“Not today! C.I1.T. finances practically any 


machine made—and that’s not all.” 





Thousands of businesses use C.I.T. machinery instalment finance plans 
to make more sales, earn more profits. Many other companies have ex- 
panded their volume and profits through the use of working capital 
furnished by C.I.T. Corporation through machinery loans. To find out 
how C.I.T.’s services will help you, write to any C.I.T. Corporation 


office listed on the facing page. 


CjT 


CORPORATION 





Financing For American Business 


C.LT. Corporation is a subsidiary of C.1.T. Financial Corporation: capital and surplus over $300 million 








C.I.T. may have just what your 
financial program requires. Its 
service is prompt and thorough. 
Every officer on the list below is 
a financing expert. Write to the 
one nearest you. 


C.1.T. CORPORATION 
DIVISION OFFICES 


Atlanta 3, Georgia, 55 Marietta St., N. W. 
Edward H. Mayer 


Boston 16, Massachusetts, 250 Stuart St. 
Donald E. Kidd 

Chicago 1, Mlinois, 221 N. LaSalle St. 
George A. Lear 

Cleveland 14, Ohio, Leader Building 
Walter J. Rekstis 


Dallas 1, Texas, 211 N. Ervay Building 
James A. Turriff 

Denver 3, Colorado, 655 Broadway 

Paul F. Franklin 

Detroit 26, Michigan, 1625 Cadillac Tower 
Wallace B. MacGregor 

Houston 25, Texas, 1900 Prudential Building 
Eduard Umbricht 

Jacksonville 7, Florida, 1710 Prudential Bidg. 
John J. Heater 

Kansas City 5, Missouri, 427 West 12th St. 
Thomas L. Geiss 


Los Angeles 17, California, 615 So. Flower St. 
Leo G. McGraw 


Memphis 3, Tennessee, 2600 Sterick Bldg. 
Charles F. Hodgins 

Milwaukee 2, Wisconsin, 208 Wisconsin Ave. 
L. J. La Motte 

Minneapolis 2, Minnesota, Rand Tower 
Harvey L. Kyle 

New York 16, New York, One Park Avenue 
Eugene T. Neville 

Oklahoma City 2, Oklahoma, 203 Park Ave. 
Earl E. Garrett 

Philadelphia 2, Penna., 2 Penn Ctr. Plaza 
Daniel V. MeCarthy 

Pittsburgh 19, Pennsylvania, Porter Building 
John R. Luce 


Portland 4, Oregon, Equitable Building 
Randolph J. McMaster 


Richmond 19, Virginia, 18 North Fifth St 
Eugene W. Ford 

San Francisco 4, Calif., 120 Montgomery St 
Robert Y. Mann 

Seattle 1, Washington, Northern Life Tower 
F. Leslie Conrad 

In Canada: 
Canadian Acceptance Corporation 
Limited 


CORPORATION 


FINANCING 
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would either be settled or the strike 
deadline put off to permit continued 
bargaining 

Both however, had financial 
bulwarks against the drain of a strike. 


Newell estimated that a walkout would 


sides, 


cost the carrier $2.5-million a dav. 
The Pennsylvania, however, belongs 
to a railroad strike insurance plan ad- 


ministered by the Imperial Insurance 
Co., Ltd., of Nassau, which 
a carrier for its fixed expenses during 
the length of a strike. In the recent 
24-dav Long Island RR strike, the rail 
line received $50,000 a dav in insurance 
payments. Pennsylvania officials made 
no estimate of their possible collections, 
though Quill came up with his 
figure of $600,000 daily. 

Union members had their own form 
of protection in unemployment bene- 
fits. Under the special federal laws for 
railroad employees, strikers receive un- 
employment pav, provided their strike 
conforms to the terms of the Railway 
Labor Act—that means, provided the 
union has exhausted mediation and 
fact-finding remedies before striking. 
Benefits are $52 a week, starting after 
the fourth dav of the strik« 


reimburses 


own 


Ihe PRR’s Newell—retorting to 
[WU protests over the carrier insur- 
ince plan—assailed this svstem of car- 
ricr-paid unemployment benefits. He 
called it “an unconscionable situation 
which calls for prompt correction by 


Congress 
¢ Jobs, Not Wages—The accent on job 
issues and on the relation of work rules 
to labor costs, rather than on wage is- 
sues, in all of this vear’s rail labor difh- 
culties is pointed up in the Pennsvl- 
dispute. The ‘TW wage 
demand for a 35¢-an-hour increase was 
removed from the main dispute by send 
ing it to arbitration. 

Ihe fact that wage issues have not 
led to strikes in the national rail nego- 


Vana 


tiations between the carriers and the 
railroad brotherhoods, operating and 
nonoperating, is a further indication 
that job security is the vear’s overriding 
issu hese unions, with the help of 
1 Presidential board, settled on new 
5 ir contract hikes 
Not that the wage settlements came 
that there are not many tough 
railroad negotiations still ahead. ‘The 
hardest settlement, of course, came on 
the Long Island RR—the only road hit 
by a netarv strike—where members of 
the Brotherhood of Railroad Trainmen 
su ssfully held out for a five-dav week 
under their previous six-day pay scaic 
Even here, more than wages was in- 
vol the union agreed to some 
money-saving changes in work rules to 
help the Long Island meet the higher 
na } Sts 
e Almost Insoluble—Actually, the real 
difficult in railroad jabor negotiations 
thi r arise from two problems that 





are almost insoluble to the satisfaction 
of both parties: 

e The nation’s carriers, facing fi 
nancial difficulties as a result of high 
costs and increasing competition in the 
transportation field, are revamping op 
erations and seeking to trim higher man 
power costs. This means shifting the 
work force for greater efficiency, as well 
as cutting it back. 

e Railroad unions, worried by 
heavy job losses that have already come 
in the industry, are hoping to fight off 
further unemployment problems by 
secking job-saving agreements (as on the 
Pennsylvania), or by resisting work rul 
changes that would eliminate more jobs 

In some cases, the carriers are taking 
the offensive in the bargaining; in 
others, such as TWU’s fight with the 
Pennsylvania, the unions are making the 
demands. 
¢ Most Significant—The most signif 
cant contest, both in size and scope, 1s 
the current battle in which 
the country’s Class I railroads are en 
gaged in the negotiations with the five 
big operating rail unions—now that th 
wage issues have been settled. 

Che carriers are demanding a chang¢ 
in long-established work rules that they 
estimate would mean a saving of $500 
million a year. The changes 
eliminate some jobs—such as the fire 
men who now ride the diesel engines 
Vhev would also extend the duties of 
the current work force by adding to the 
mile-per-day runs, and to the assign 
ments that train employees now handle 

The carriers claim the current work 
tules have long been outmoded bi 
modern railroad equipment. The un 
ions, rallying under the flag of job 
security, are hotly resisting these de 
mands in negotiations that are just be 
ginning to pick up steam. 
¢ Adamant—On the question of job 
security, the T'WU has -been adamant 
in the Pennsylvania dispute. It esti 
mates that some 9,000 of its members 
who were once emploved on the Penn 
svlvania have been laid off for ex 
tended periods up to one vear. On the 
job question, TWU and System lede: 
ition 152 fought not only the railroad 
but a third union—the Brotherhood of 
Maintenance of Way Employees. Some 
of the work sought by the two union 
has been handled by the brotherhood 

By the time the dispute reached th 
showdown stage this week, it had gon 


most of! 


would 


through all available settlement pro 
then to a 
referee, Francis Robertson, and final 
in June, to a_ three-man 


csses—to mediators, neutra 


Presidential] 


Board. And the TWU had rejected 
job security proposals made both b 
the referee and the board. In the final 


stages, Quill insisted that Pennsylvani 
Chmn. James M. Swmes and Pt 
\. J. Greenough join Newell in th 
negotiations. END 
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7. . 7 
ra - os 
- 4 ’ . 
Cost of Living: What's Happening to It 
Total 1947-49 = 100 
| Cost of 
Living Food Clothing Housing 
| Toto Rent Only | 
| July, 1952 114.1 116.3 105.3 114.4 117.9 
July, 1953 114.7 113.8 104.4 117.8 123.8 
July, 1954 115.2 1146 104.0 119.0 128.5 | 
| July, 1955 114.7. 112.1 103.2 119.9 130.4 | 
| July, 1956 117.0 1148 105.3 121.8 a2 | 
| July, 1957 120.8 117.4 106.5 125.5 135.2 | 
| July, 1958 123.9 121.7 106.7 127.7 137.8 | 
| July, 1959 124.9 119.4 107.5 129.0 139.6 | 
| August 124.8 118.3 108.0 129.3 139.8 
September 125.2 118.3 109.0 129.7 140.0 
| October 125.5 118.4 109.4 130.1 140.4 | 
November 125.6 117.9 109.4 130.4 140.5 | 
December 125.5 !17.8 109.2 130.4 140.8 
January, 1960 125.4 117.6 107.9 130.7 140.9 | 
February 125.6 117.4 108.4 131.2 141.0 | 
March 125.7 1177 108.8 131.3 141.2 | 
April 126.2 119.5 108.9 131.4 141.4 
May 126.3 119.7 108.9 131.2 141.4 
lone 126.5 120.3 108.9 131.3 141.6 | 
July, 1960 126.6 120.6 109.1 131.3 141.8 
Dota: Dept. of Lobor, Bureau of Labor Statistics Sav simess weer 


C-of-L Index Hits New High in July, 
But It’s the Smallest Rise Since 1954 


The cost-of-living inched upward again in July, but 
despite a fifth straight monthly record high, the signs 
indicate a slowdown ahead. 

The July figure, 126.6‘ of 1947-49 prices, showed a 
0.1% climb from June—the smallest rise for that period 
since 1954. Bureau of Labor Statistics’ Commissioner 
l.wan Clague expects food prices to fall over the next few 
months and says no threat of inflation is in sight now. 

Despite the consecutive monthly increases, the rises 
were too small to affect the pay of nearly |-million auto 
workers, which would have been adjusted with this 
price index. 

a « ” 


New GE Offer to IVE Includes 
Wage Hike, Job Security Benefits 


I'he General Electric Co. this week came up with a 
new three-vear contract offer in negotiations with the 
International Union of Electrical Workers. It would 
provide for higher wages and job security benefits, but 
would eliminate the cost-of-living clause in current elec 
trical contracts that expire Oct. | 

In detail, GE’s wage offer calls for a 3% hike next 
Oct. 2, and another 4% increase on Apr. 2, 1962, unless 
IUE leaders prefer a wage reopener—to renegotiate the 
second increase. No pay hike is called for next year. On 
job security, GE. had two key proposals: a layoff payment 
ot one week's pay for each year of service for employees 
with GE at least three years, and a retraining program for 
company-selected employees, who would be paid at 95% 
of their old rate while training for their new job. 
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New York Escapes Trucking Strike 


As Locals Beat Hoffa to Settlement 


hreat of a citywide trucking strike in New York ended 
late last week when negotiators for three ‘l’eamstet 
locals—282, 807, and 816—reached agreement with truck- 
ing companies on a 28¢ increase spread over two vears 
l'ecamster Pres. James R. Hoffa simultaneously sought 
new contracts for 50,000 truck drivers and 1,500 trucking 
firms in an area-wide agreement 

Ihe three locals have resisted joining a Hofta-led pat 
tern settlement and apparently rushed settlement of their 
city contracts to avoid being part of an area-wide pattern 
agreement. Hoffa heads the Teamster negotiating team 
of 12 locals that seek new over-the-road contract 


Kohler and UAW Are Still at Odds 
Despite Final Ruling of NLRB 


I'he National Labor Relations Board last week ruled 
against Kohler Co. in its bitter six-vear dispute with 
Local 833 of the United Auto Workers union. ‘The five 
man board found Kohler guilty of indulging in unfair 
labor practices when, two months after the strike began 
in April, 1954, it granted an unlawful wage increase to its 
employees. The board ordered the company to reinstat< 
all strikers not permanently replaced on June | of that 
year, except for 77 strikers who were fired for mass picket- 
ing and violence prior to the April wage offer. 

In its decision, the board directed Kohler to begin 
bargaining with UAW. However, Kohler immediately 
appealed the decision to the U.S. Court of Appeals and 
the UAW, in turn, appealed the board ruling upholding 
the firing of those involved in mass picketing. With 
further court contests on the way, the Kohler dispute, 
already the nation’s longest, is expected to continuc 
for a long time. 


A. O. Smith Workers Defeat UAW 
In Election UAW Tried to Sidestep 


Last week the United Auto Woykers got beaten in a 
local contest it never even wanted to enter 

UAW had sought to stav out of ait election at A. O 
Smith Corp. in Milwaukee, saying that it wanted to 
avoid stirring dissension in the local—Smith Steel Work 
ers’ Federal Labor Union No. 19806. It even obtained a 
court order removing its name from the ballot. 

However, officers of the federal union, which opposed 
afhliation with UAW, went ahead with the vote. The 
ballot didn’t name UAW but referred to “the inter 


national designated at the July meeting.” Smith workers 
voted, 3,010 to 1,197, to continue the federal union as 
representative of production, maintenance, and office 
workers. 


Earlier, UAW had defeated three other international 
unions for the chance to absorb the federal local, which 1s 
one of AFL-CIO’s largest. Local officers said UAW tried 
to duck the showdown because it expected to lose. 
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4. Drives loads into trailers and boxcars! 


One truck...one operator...does all this! 
(Only the new Towmotor “Naro-Aisle-Stack” Truck can!) 


e Only truck of its kind for narrow 6-foot aisle stacking 

¢ One lift truck does the work 3 trucks usually do 

¢ Makes 36.5% of “‘lost’’ space usable in average plant 
Amazing performance? You can’t imagine what the 
“Naro-Aisle-Stack” lift truck will do until you actually 
see it... 

See how it pivots loads a full 180° because it’s 
equipped with hydraulic outriggers. See how it stacks 
materials left or right 90° and picks up loads from the 
same extreme angle. See how it also performs all other 
functions of regular fork lift trucks 


New Naro-Aisle-Stack Trucks made only by. 


Most spectacular of all is the way it performs within 
the confines of narrow, six-foot aisles—enabling you to 
utilize storage space you considered “‘lost’’! 

Such unique operation is made possible only because 
‘‘Naro-Aisle-Stack” trucks are equipped with Towmotor 
Towmostatic Drive the only drive of its kind that 
eliminates clutch, transmission, drive line, differential 
and shifting mechanism. 

Ask for booklet, ‘Captures Lost Space,”’ 
describing the new series. Write Towmotor 
Corporation, Cleveland 10, Ohio. 


3 
TOWMOTOR 


THE ONE-MAN-GANG 
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work... 


showing management 
how to get 
better protection— 





lower cost 





The Ay safety engineer's principal aim is to offer you how to show you how to better 
safety counseling and advice which will help you prevent Here is a typical case of 
costly accidents. But as much as he is concerned with safety better protection at lower 
in your plant, he is also concerned with your production advice of American Mut 
flow. He knows that these two objectives go hand in hand dents 50%, cut insurance 

Our highly trained safety engineers and their staff special- 1 hi oO 0 co 
ists study your operations and suggest practical ways to pre- Protection, Lower Cost 
vent accidents—keep production up, bring insurance costs + 
down. Of course no one—neither you nor we—can prevent Why not look nto improvir 
every accident, but your Ay safety engineer has the know- can Mutual, Department BW 
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A BUSINESS WEEK 


SERVICE 


You may want to participate in the rough-and-tumble election campaign 
that picks up speed after Labor Day. 


Both Republicans and Democrats, of course, are relying on an army of 
experts and party workers—plus unprecedented TV debates—to win votes. 
But they’re also out to get volunteers to work at the local level. 


As a business executive, you can play a special role. The campaigners 
this time are using business methods and sales techniques more than ever. 


As a start, call your Republican or Democratic county headquarters, 
or citizens’ groups of either party. They'll quickly give you an “assign- 
ment”—organizing, doorbell ringing, public speaking, or fund raising. 


If you’d prefer not to identify yourself with either party as such, but 
would rather campaign just for Presidential and Vice-Presidential can- 
didates, call either Volunteers for Nixon-Lodge or Citizens for Kennedy- 
Johnson. Hundreds of chapters are starting up—Nixon Volunteers in New 
Jersey, for example, plan clubs in the state’s 567 municipalities, drawing on 
people who have never before worked in politics. (If you have trouble locat- 
ing the headquarters you’re after, phone “Information” or your election 
office; also watch for notices in your local newspapers.) 


This month, parties are concentrating on getting voters registered. 
For instance, in New York State (45 electoral votes), 1.5-million independ- 
ent voters are a special target for get-out-the-vote groups. You may be 
asked to canvass your neighborhood to persuade people to register. Under- 
standably, you’ll probably be sent to an area where the party expects most 
residents to vote its way. 


Closer to November, the campaign will get tougher—and your work 
more diversified. You might join a speakers’ bureau, or show a film to your 
club. Republicans have “Ambassador of Friendship” picturing Nixon on 
his foreign tours; Democrats have flip charts to help you debate issues before 
small groups. Nixon Volunteers provide a speech kit of do’s and don'ts, 
plus comments on key issues. 


Republicans may put you to work organizing a “Neighbors for Nixon” 
group—you'll get brochures, auto bumper strips, and campaign buttons to 
hand out. Democrats may ask your wife to play hostess for neighborhood 
kaffeeklatsches—the kind of get-together that Kennedy campaigners like 
to hold. They’ll also need volunteers for the “Dollars for Democrats” drive. 


Some organizations plan two-hour or one-day workshops to instruct 
volunteers in doorbell-phone campaign methods. One technique that will 
be used heavily: writing letters to friends and acquaintances urging their 
support of the party of your choice. 


Some county headquarters have checklists for indicating what you 
want to do. A typical one: call 20 people a week; work in campaign head- 
quarters one night a week; raise funds (perhaps through $100-a-plate 
dinners); put up 20 campaign posters, etc. When one of the jobs you’ve 
volunteered for comes up, you get a call. 


Both parties are collecting names of businessmen who have graduated 
from practical political courses, such as the ones introduced by the U.S. 
Chamber of Commerce. If you finished such a course, you may be asked 
to give a hand. 

New York’s election plans show how much party organizers will count 
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on businessmen for help. There, Democrats will stage symposiums of busi- 
nessmen and politicians to discuss vital election topics. Republicans will 
have leaders in business and professional fields meet regularly with cam- 
paign directors. Another gimmick of the New York Republicans: Mr. and 
Mrs. Nixon and Lodge clubs—to encourage couples to campaign together. 


Final job for volunteers will be poll-watching and serving as drivers 
in car pools to get voters to election booths on Nov. 8. 


If you’re tired of the crowded swimming pool at your beach or country 
club, you may want to build a backyard pool of your own—for next season. 
But remember, it may cost a lot. 


Average price is slightly over $4,000—and that’s only for a small, 
15-ft. by 30-ft. pool without extra equipment. For $1,000, you can get a 
bare minimum in pools—maybe a vinyl type, mounted above ground, 
small in size and about 4 ft. deep. (It won’t be the “standard” home 
pool that recent ads have claimed are available for about that price.) 


Luxury pools cost from $6,000 to $10,000, with a 25-ft. by 5¢-ft. 
area, diving depth at one end, and the best concrete construction. It 
includes such accessories as filter equipment, diving board, and poolside 
walks, but not special features—pool heaters and covers, mechanical chlor- 
inators, waterside dressing rooms. 


Maintenance can be a big item, too. Chemical treatment of water 
costs $20 to $25 a month. A pool service company will charge $40 to $60 
a month for cleaning the pool. Annual painting can run to between 
$100 and $200; closing-down and springtime reopening, $75 to $100 if you 
hire an expert. 


For your calendar: Sept. 15 is estimated-tax day. If you filed a declara- 
tion on or before Apr. 15, you have a quarterly installment due. 


If you filed your declaration June 15, then your September installment 
is % of the estimated tax for the year. And if you're filing a declaration 
for the first time this year, your accompanying payment should be half 
of the year’s total. Caution: If payments fall below the required amount, 
you may face a penalty—6% of the difference between the amount paid 
and the amount due. 


But note: If your estimated tax for 1960 was based on your taxable 
income or actual tax for 1959, then you'll escape penalty no matter how 
much your income this year exceeds your estimate. 


Potpourri: The Complete Handyman, by Charles Hayward, is a simple, 


readable guide for do-it-yourself home repairs (Lippincott, $5). . . New 
York Life has announced that snorkel and scuba divers no longer have to 
pay an extra premium for insurance . . . Add a sophisticated comedy, Under 


the Yum Yum Tree, to your list of new Broadway shows (Henry Miller 
Theatre, 124 W. 43, top $6.90, opening Nov. 16) . . . An investor’s booklet, 
Capital Gains Through Option Selling, is clear, concise, gratis (Godnick 
& Son, 30 Broad St., New York 4)... North Carolina State College will 
hold its game hunting course this year at Southern Pines, Oct. 30-Nov. 4 
(Box 5125, State College Sta., Raleigh, N. C., $175). 


Contents copyrighted under the general copyright on the Sept. 3, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 








Major advance in variable speed drives 


With capacities to 50 hp, 
LINK-BELT RS P. I. V. drives 
offer compact, efficient, 


variable speed transmission with 
constant hp over entire speed range. 


Link-Belt RS P.L.V. variable speed drives are designed 
and built to meet industry’s demand for mechanical 
variable speed drives with higher horsepower capacity. 
This new RS P.I.V. drive provides smooth, precise, 
stepless speed control to meet the variable speed re- 
quirements of heavy machine tools and systems in- 
volving timing, mixing, and synchronizing. Capacities 
up to 50 hp with speed variation ratios up to 7 to 1. 


Link-Belt’s RS P.I.V. is the most compact mechan- 














ical variable speed drive available. So compact, in 
fact, that if your application requires it, the internal 
portion of the RS P.I.V. can be mounted directly into 
your housing or machine, saving you valuable floor 
space. All parts are metal, permitting effective splash- 
lubrication. 


For complete information write LINK-BELT 
COMPANY, Dept. AV, Prudential Plaza, Chicago 
1, Illinois. 
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FARRINGTON EYE READS NUMBERS, WORDS, SYMBOLS, THEN TRANSLATES WHAT IT READS 


The Farrington Optical Scanner (familiarly known as the EYE) 
is the first machine that does automatically what the human 
eye can do: it reads. Not only that; it also translates what it 
has read into language that is understood by data processing 
machines—punched cards, magnetic tape or perforated tape. 
And it accomplishes these feats with a speed and accuracy 
that no human eyes and fingers can match. 

Take, for example, the credit card shown at the top of this 
page. The EYE reads the number, digit by digit. Then it punches 


the number into the card for use in automatic accounting or bill- 
ing systems; 10,000 cards like this can be processed per hour 

Optical scanning is the most advanced and most versatile 
means of converting imprinted data into any form for process- 
ing. Because the EYE sees, there is no need for special inks or 
paper. Almost any type face, character, arrangement or length 
of material is readable. 

Wherever you find three or more key-punch operators, you 
find alikely place for an Optical Scanner. Only Farrington makes it 


Farrington Optical Scanners are now automating data processing for companies like: 


AT&T NATIONAL BISCUIT COMPANY 
rite the Farrington Man fe 


THE READER’S DIGEST 


MOBIL OIL COMPANY 


FARRINGTONe 


icturing Company, Needham Heights 94, Mas 
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TV Abroad Thrives on U.S. Ways 


When it comes to creature comforts, 
U.S. families dwarf all the rest of the 
free world in ownership of autos, bath- 
tubs, telephones. But in T'V sets, other 
countries are gaining faster than the 
U.S., and will soon be ahead. By 1962 
the number of families owning T'V sets 
in the rest of the free world will shoot 
past the number owning them in the 
U.S. 

The rate of growth has been rapid, 
indeed. As late as 1951, when there 
were well over 10-million sets in the 
U.S., there were fewer than 1-million 
in the rest of the free world. 

While set ownership has increased 
at breakneck speed, foreign television 
has moved awav from government su 
pervision and government subsidization 


toward commercial operation. On both 


the sending end and the receiving end, 
television abroad is coming to look 
more like television in America. 

e New networks, the usual carriers 
of commercial ‘TV, are hooking up in 
Britain, Canada, Germany, Australia, 
France, and Italy. 

¢ Governments are relaxing re- 
strictions on programing and advertis- 
ing. 

e U.S. broadcasting interests have 
been penetrating these inviting. situa- 
tions in whatever way permitted by 
local regulation: as advisers in France 
ind Germany; as program purveyors in 
Britain, Canada, Japan; as minority 
owners of stations in Australia and 








Velevision abroad is getting to look 
, a , . ’ 
ore like TV in America. 


Latin America; as network organizers 
in Central America and the Middle 
Mast 

* Forces for Expansion—What condi 
tions breed this lush growth? Appa 
ently, political stability and the exist 
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ence of a relatively affluent middle class 
in a country that is prospering. 
Britain, Japan, West Germany, and 
Canada are the ranking countries in 
terms of set ownership, with growth 
especially rapid lately in Japan and Ger 
many. Since January, 1959, Japanese 
sets in use have tripled from 1.7-million 
to 5.5-million, German sets in use have 
doubled from 2.1-million to 4.2-mil- 
lion. 
¢ Commercial Growth—The bigger for 
eign ‘I'V gets, the more its resembles 
the American product. Unquestion 
ibly, increased programing, particularly 


of a less cultural, more commercial 
nature, has spurred set sales in thes 
countries 

Japan’s NHK government network 
serves a string of 51 stations; the com 


mercially run networks serve a_ total 
of 54 stations. Germanv’s government 
network presents a lot of popular pro 


grams, including such U.S. products 


is Lassie and Father Knows Best. And 
German viewers will get a ond, pos 
siblv even a third, network next Janu 


Ir In Britain, the commercial net 
work ITA outpulls the government's 
BBC about two to one. And the Brit- 
ish are considering establishing a third 
network in 1964. 

In Canada the Diefenbaker admin- 
istration has made a sharp break with 
the past policy of licensing only one 
channel to a citv. It has granted nine 
new station licenses and will consider 
conditions for permitting a seven-station 
independent network that would com- 


pete with the government-sponsored 


Phe situations contrast harph 
with conditions in countries where TV 
is used as an organ of the government 
Despite a full network of transmitting 
ipparatus in France and in Italy, set 
ownership in each of these countries 
runs to only about 1l-million. Govern 
ment ntrol seems to stultify pro- 
graming and viewer interest. In France 
for instance, over 20% of the program 
da\ mnsists of “‘news’’—gencrallv te 
dious reports on the activities of various 
government ministries. Controversial 
new ibiects are not normall ON 


e U.S. Shows—Where TV opcrators 


ire allowed to cater to the popular 
taste, programs run on about the same 
level as in the U.S. Indeed, U.S. pro 
grams, suitably dubbed f local 
market, provided the bulk of the most 
popular fare on foreign stations In 
Italv, Pern 

4 i ° Nii 


Como, Alfr Hitchcock, 
ind Perry Mason draw top spots in 
numbers of viewers 


Japanese networks, restricted on the 
U.S. shows they can present, produce 
their own American-stvle Westerns on 
Japanese locations. 

But most nations have erected bat 
riers to the importing of U.S. pro- 
grams—mainly to prevent dollar drains 
rather than to keep out American-stvle 
IV. In Britain, no more than 14% of 
the nation’s presentations can be 
\merican-produced. In France, U.S 
shows appear only in the 16% of the 
I'V dav reserved for films and chil 
dren’s programs. Japan imposes a dol- 
lar ceiling on the amount that can be 
paid for any U.S. show. This ceiling 
was recently raised to $1,000 per pro 
gram hour. However U.S. programs 
command an average of approximately 
$3,000 per hour when secured on the 
open market. 
¢ Ad Rules—Regulations on advertis- 


1 
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ing ru scale from forbidding it 





New networks are reaching new marke 


from Paris to Sydney. 


entirely in France to permitting hard 
selling sponsorship in Japan. Govern 
ment operation doesn’t preclude ad- 
vertising in most countries. On Italian 
I'V, advertising is segregated into three 
time periods of commercials per day 
(hese commercials tend to be excellent 
entertainment that hold the audience 
during the long commercial interval 
\s on most foreign TV, the great bulk 
f the commercials advertise consumer 
softgoods. 

German and English TV_ permit 
commercials scattered throughout most 
of the broadcast dav. But these ar 
spots, not sponsored shows. ‘Theoret 
cally, there is no preferential schedul 
ing, each advertiser's spots following a 
rotation. Actually, the biggest adve: 
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How the master organizers of 
Du Pont . . . General Motors .’. . 
National Steel .. . and Westinghouse 
led their companies to new heights 
of success is told in this stimulating 
book. Here are the methods they 
used—revealed in step-by-step detail 


to help you gain more profitable or- 
ganizational planning in comparable, 
situations. 


= Provides practical data 
on organizing or reor- 
ganizing a company; out- 
lines methods used by 
high-level executives; 
compares modern man- 
agement theories; and 
planning for new growth, 
By Ernest Dale, Mgmt. 
Consult. 271 pp. 12 
charts, $5.95 








Check List of other 
McGRAW-HILL business aids 





[1] INTRODUCTION TO LINEAR PROGRAM. 
MING Explains the mathematical principles of linear 
programming and describes applications. By W. Garvin, 
Standard Oil Co. of Calif. 375 pp., 74 illus., $8.75 


[] STATISTICAL COST ANALYSIS A compre- 


hensive survey of statistical! cost functions. By J. John- 
ston, Univ. of Manchester. 194 pp., 84 illus., $6.75 


[) AN INTRODUCTION TO MATHEMATICS 
FOR BUSINESS ANALYSIS. Shows how to use 
mathematical and statistical techniques to solve busi- 
ness problems. By R. Meier and S$. Archer, Univ. of 
Wash. 275 pp., 85 illus., $6.95 


[]) MANAGEMENT AND ORGANIZATION 
How to improve the caliber of management and 
organize best for profitable growth. By L. Allen, Pres., 
L. Allen Assoc. 364 pp., 34 illus., $7.00 


[) MANAGEMENT’S MISSION IN A NEW 
SOCIETY inspiring new ideas in leadership to help 
your company prosper in the new business climate 
Edited by D. Fenn, Jr., Harvard Grad. School of Bus 
345 pp., $6.00 


[) STATISTICAL FORECASTING FOR INVEN- 
TORY CONTROL Shows how to forecast inventory 
needs with greater accuracy. By R. Brown, Arthur D. 
Little, Inc. 233 pp., 68 illus., $7.75 


[) COMPUTERS AND PEOPLE—Business Ac- 
tivity in the New World of Data Processing 


Fully explains the use of computers in business man- 
agement. By J. Postley, The RAND Corp. 251 pp., $6.00 


10 DAYS’ FREE EXAMINATION 








1 McGraw-Hill Book Co., Inc., Dept. BW-9-3 

| 327 W. 4ist St., N. Y. C. 36 | 
Send me book(s) checked below for 10 days’ examina | 

| ion on approval. In I will remit for book(s) 

| I keep, plus few cents fo lelivery costs, and return | 
unwanted book(s) postpaid We pay delivery costs 

| Dale—The Great Organizers, $5.95 | 

Garvin—tntro. to Linear Programming, $8.75 | 
| © Jonnston—Stat. Cost Anal., $6.75 
| Meier & Arche Intro. to Math. for Bus. Anal., ] 
St : 
| Allen—-Momt. & Org., $7.0 | 
Fenn— Mgmt. Mission in New Society, $46.00 | 

| Brown—Stat. Forecasting for Inv. Cont., $7.7 

| Post Comp. & People, $¢ | 

| Name | 

| cit Zor Sta | 

A cena 

: | 
For price and terms outside U. S | 


write McGraw-Hill Intl., N.¥.C BW-9 
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g restrictions on 


Governments are relaxin, 
programing, advertising 


tisers frequently get the best times. 

Advertising seems on the wane in 
Cuba, where the government is en- 
croaching on broadcast operations. 
Half of the advertising agencies have 
gone out of business, and one top IV 
executive figured the “bourgeois vice” 
of advertising would disappear shortly. 
However, this is changing. The TV 
stations have been losing money; so 
the Castro government has authorized 
i “Planification Board” to assign obliga- 
tory quotas of advertising to compan- 
ICs. 
¢ U,S. Network Operations—American 
broadcasters are generally treated like 
Yankee peddlers overseas. Yet, despite 
restrictions on importing American pro- 
grams, most of the big syndicators dis- 
tribute U.S.-produced films wherever 
there is a local TV operation of any 
importance. 

Lately, the U.S. networks have 
stepped up their activities abroad. 
This could become an important field 
for them. They are barred from own- 
ing more than five VHF stations in the 
U.S., and there aren’t very many un 
tapped domestic markets that readily 
can be added to _ their © station 
line-ups. 

The U.S. nets have taken two ex- 
pansion routes abroad. CBS and NBC 
have concentrated on the more indus- 
trialized nations. In these countries 
they are generally barred from direct 
ownership interest in stations, so they 
operate as broadcast advisers. In some 
countries thev have signed exclusive 
licensing agreements covering whatever 
amount of American programs may be 
imported 

lo get over the import barriers, 
CBS has established joint ventures in 
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Fine hEHwt vsrsove Chairs, by 


Globe-Wernicke, have slightly extended back 
legs which contact baseboard, leaving an 
“inch of protection” between chair back and 
wall. No-Sag springs, foam rubber cushion- 
ing, sturdy aluminum frame assure comfort 
and service. See your G/W 
dealer or write Dept. A-9 





The Globe-Wernicke Co. * Cincinnati 12, @ 


First Call For 


PAPERWORK 
HELP! 


(BRUNING ) 
L YOUR BRUNING Hay 








the nicest things 

happen to people 
who Carry 

> FIRST NATIONAL CITY BANK 

TRAVELERS CHECKS 





Let TP&L Industrial Con- 
sultants Brief you on Plant 
Sites in the Bright Spot of 
Texas. 
Write, wire or phone 
J. D. Eppright 


TEXAS POWER & LIGHT CO. vaitas 








You advertise in Business Week when 
you want to influence management men 
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Meet Farmer Herbert Werstler of 
Creston, Ohio. He grossed more 
than $20,000 in 1959. He’s typical 
of the new-type farmer in Ohio — 
young, alert, sharp with figures. 

As farming reaches new levels of 
efficiency, capital needs increase 
Those who don’t measure up sell 
yut and are replaced by others like 
Herb. Werstler farmers who 
have purchasing power undreamed 

f only a few years ago. 

Ohio farmers now have a yearly 
spendable income of $1,277,100,000 
— making Ohio “top third” in farm 
income among all 50 states. 

You can reach these “top third” 
Ohio farmers most effectively with 
THE OHIO FARMER, where articles 
are edited for their own crops, their 
own soil, their own state. Ohio 
farmers prefer their own state farm 
paper 2 to 1 over any other farm 


publication. 

Your ads in THE OHIO FARMER 
have the support of local editing 
Want proof? 


Send for free folder. 


ao 





STRAIGHT-LINE ADVERTISING available also in 
MICHIGAN FARMER @© PENNSYLVANIA FARMER 
THE INDIANA FARMER ® THE KENTUCKY FARMER 
THE TENNESSEE FARMER & HOMEMAKER 
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HANDY & HARMAN 
CAN HELP YOU 


These products contain precious metal, 
in both cases silver. Precious metals — 
gold, silver, platinum, and their alloys — 
are Handy & Harman’s business. They 
play a tremendous role throughout indus- 
try. In refrigeration, heating, electronics, 
aircraft, automotive and in the manufac- 
ture of hundreds of products, parts and 
components. 


Our experience with precious metals hias 
been amassed over 93 years of doing 
business. Through research and manu- 
facturing we have put these metals to 
work in ways profitable for designers 
manufacturers, fabricators and _proces- 


sors in all kinds of industries. 


Of course, if you manufacture holloware 
or missiles, you know about us. Our 
intent is to offer assistance to those who 
don’t know how really “precious” a pre- 
cious metal can be. Your inquiries, on 
anything having to do with the role of 
these metals in industry, are most wel- 
come. Handy & Harman, 82 Fulton St., 
Dept. BW, N.Y.C. 38. 


Your No. 1 Source of Supply 
and Authority on Precious Metals 


HANDY & HARMAN 


General Offices: 82 Fulton Street, New York 38, 
New York 
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The Player Deals With Individual Customers 
EACH PLAYER REPRESENTS A WHOLESALER 














Heres a Realistic Way to Play \ 


In the three years since the American 
Management Assn. set off the business 
game fad, thousands of businessmen 
have piloted imaginary companies 
through competitive battles for imagi- 
nary markets. And skeptics have gone 
right on asking just what you can learn 
about business by playing games. 

Now the Amstan Supply Div. of 
American Radiator & Standard Sanitary 
Corp. has come up with a novel answer 
and a novel game—one that aims to 
teach a practical lesson. With the mar- 
keting exercise partially illustrated above, 
Amstan hopes to teach its sales man- 
agers how to sell plumbing and heating 
supplies more profitably. 

Specifically, Amstan wants to show 
the managers of its 63 branches how 
to pick the best customer mix—mean- 
ing the customers they sell to and the 
way they divide their sales effort among 
them. That’s the key element in the 
wholesaling outfit’s current drive to 
better its profit margins. 

The Amstan game is a “micro-mar- 
ket simulation,” according to Amstan 
business research manager R. C. Frazee. 
That means it is tailored to Amstan’s 
own markets, and particularly to Am- 
stan’s own customers. Built into the 
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Can change his price and inventory on three of his 
product groups 

2 Assigns salesmen to call on particular customers 

3 Allocates sales and managerial time to administration, 
credit problems, training 

4 Can hire and fire employees 


game are some 300 “‘typical’’ Amstan 
customers, in effect playing against the 
players. 

The result is a game so true to Am- 
stan’s own life that Frazee is even plan- 
ning to use it to help solve some of 
the division’s marketing strategy prob- 
lems. That’s why Amstan Pres. Robert 
Sells thinks the game can teach _ his 
branch managers not general business 
principles but exactly how to run their 
branches the way he wants them run. 
¢ Broad Picture—Most business games 
have much less specific goals. ‘Typi- 
cally, they round up a group of players 
and put them to work making pricing 
and investment decisions for fictitious 
“companies” competing for sales in the 
same or overlapping markets. An elec- 
tronic computer or other umpire de- 
cides what total sales volume will be, 
divides up the market on the basis of 
cach company’s price, advertising ex- 
penditure, selling ability, and the like, 
then reports back on profits. From this 
experience, the players are supposed to 
get the broad picture of what business 
is all about. 

There are, of course, a lot of varia- 
tions. ‘There are games about market- 
ing that concentrate on allocating sales 


1 A list of the 300 customers, with each one’s credit limit 
and an estimate of his annual purchases 
2 A list of his own salesmen, and what each is like 


3 Data on what each salesman did last month and what 
each of his customers bought. 









effort, such as the marketing exercises 
of Pillsbury Co. and Remington Rand 
Div. of Sperry Rand Corp., and there 
are games fo1 specific industries Kroger 
Co.’s supermarket game, Dayco Corp.'s 
tire dealer game, oil company service 
station games, and so on 

But all of these are what I'razee calls 
“macro-market” games. ‘They deal with 
generalized mass markets rather than 
industrial customers. 
¢ Individualized—In the Amstan game, 
the customer is treated as an individual 
Each one has his own buving patterns 
and his own supplier preferences; 
there’s even a customer who buys only 
from his brother-in-law. These cus 
tomer profiles, based on an analysis of 
some 1,200 actual and potential Am 
stan customers, are programed into the 
computer. For each customer the com 
puter runs through a separate calcula 
tion to decide how much he will buy 
and from whom. 

Ihat makes a lot of work for both 
player and computer. The player also 
has a list of all the customers and all 
his own salesmen, with quite a bit of 
data about them (though not so much 
as the computer has). He has to make 
separate decisions about salesmen’s time 
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and other aspects of sales effort for 
each customer. In game sessions so far, 
the players have taken about five hours 
to make their initial decisions. 

An IBM 650 computer needs about 
an hour and a half to reproduce the 
300 customers’ decision-making proc- 
esses and figure out how much they will 
buy and from whom; once that is done, 
profit-and-loss statements for the play- 
ers, and reports on salesmen’s efh- 
ciency, can be calculated in a few min- 
utes. In the ordinary management 
game, a computer of the same size can 
do the whole scorekeeping job in a 
matter of minutes. 

Amstan and the University of Pitts- 
burgh are now busy reprograming the 
game for an IBM 7070 that the uni- 
versity will be getting in the fall. The 
giant computer will do all the calcula- 
tions in about 10 minutes, and it will 
also take over a lot of the players’ 
routine’ work. 

* Double Problem—Even so, many 
management development — specialists 
think Amstan’s game is too complicated 
and cumbersome for a training program 
Amstan’s executives don’t agree. Am- 
stan’s game took the form it has be- 
cause the division was facing two closel\ 
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1 Data on all players’ salesmen, like this 
2 Data on the quirks and buying habits of each customer, Weg, his 
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From the characteristics of each customer, and of the 
salesman who called on him, and the deal he was 
offered — plus an element of chance — 


The computer calculates: 


1 How much each customer bought 
2 From whom 
3 At what price 


After collecting these results, it prints out each distribu- 
tor’s profit and loss statement, sales summary, credit 
and inventory reports, and a report on each salesman’s 
performance like this: 











PURCHASES MARKETING 
SALESMAN ACCOUNT OR SALES GROSS PROFIT CALLS INTELLIGENCE 
#220 725 $12,497 $1,837 18 Severe product complaint 
220 726 10,625 1,530 15 Retiring — no sons 
220 727 8,742 1,276 10 
220 728 - 15,968 2,283 20 
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“Should | lease only trucks or get 
cars and MHE off my hands too?” 


Truck leasing ends truck maintenance problems. But will other motor- 
ized units remain to plague you? Ryder wraps up trucks, cars, materials 
handling in one lease package. Frees you of service worries on all three; 
frees capital tied up in all three. Ryder provides you with the /atest 
Ford trucks and cars or other dependable makes. And you enjoy ... 


RYDER’S EXCLUSIVE PACKAGE OF LEASING EXTRAS: 


e Get the exact trucks for the job 


Your Ryderman expertly designs 
your fleet to meet your specific 
transportation needs. 


e Enjoy uniform quality of service 


Largest number of wholly-owned 
service locations in the business 


guarantees the most experienced, 
uniform truck service everywhere. 


e Get more out of your trucks 
Ryder’s continual preventive main- 
tenance keeps your trucks at top 
performance levels. 


® Safety Program 

A planned, nationwide safety pro- 
gram designed to help you reduce 
accidents, improve your customer 
and public relations. 





Decide now to see your nearby Ryderman, or 
write for our booklet ‘Design for Profit’’ to 


RYDER TRUCK RENTAL wc. 


P.O. Box 33-816 
Dept. O2 
Miami, Florida 
DIVISION OF RYDER SYSTEM 


Ryder System also operates truck lines 
in 10 states and tank lines in 26 states. 
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related problems at the same time—on¢ 
of marketing profitability, and 
management development. 

Since World War II, as Amstan’s 
vice-president of field operations, ( 
Gilmore Ruston, points out, growing 
competition, and the collapse of prices 
in economic slumps, have combined to 
pinch profit margins in the heating and 
plumbing supply business. 

And Amstan has no competitive ad 
vantage on product line. Though it’s 
the wholesale supply division of Ameri- 
can-Standard, its franchise is not ex- 
clusive for its parent’s plumbing and 
heating supply equipment. In_ Pitts- 
burgh, Amstan’s headquarters _ city, 
American-Standard has four other 
wholesale outlets; in Chicago it has 2( 
others. 

Besides, two-thirds of Amstan’s sales 
are of related “roughing-in” items (such 
as stecl pipe, soil pipe, fittings) the 
parent company doesn’t make. 

In this situation, Vice-Pres. Ruston 
thinks, the only wav Amstan can in- 
crease its profitability is to improve its 
customer mix. 
¢ Finding the Customers—After a car¢ 
ful look at its profit margins, Amstan 
has decided the branches are ‘either 
doing business with too few peopl 
or not calling on the right tvpe of ac 
counts.” So, savs Ruston, the division 
got to work “to get the custome! 
brought to light—who he is, where he 
is, and why we weren't selling him.” 
Then each branch manager could figure 
out “how to rearrange his sales efforts 
to get the best mix to assure profit 
ibility.” 

Phat is the goal of Amstan’s current 
“account census’ program—a_ market 
research and analysis project aimed at 
pinpointing — the I] 


one of 


customers who will 
produce the most profitable business 
The branch managers will have to do 
the final job, and the game is supposed 
to show them how 

¢ Market Studies—Three members of 
Amstan’s headquarters research - staff 
did a pilot market study for one branch 


in 1958. They dug up present and po 
tential accounts (contractors and fac 


tories). They interviewed customers 
and branch employees 

Then they made out a sales card 
for each account—its market (residential, 
commercial, industrial), buying poten 
tial, credit rating, five-vear buving his- 
tory with the branch (if anv), and the 
branch’s past efforts to sell it. The 
also recorded a lot of information on 
each customer's buving attitudes 
whether he bought on price alone, how 
much he was influenced bv salesman- 
ship, special services, and the like. 

Later, other branches did their own 
account censuses, though most gathered 
only basic quantitative data. 
* Using the Data—With the market 
research done, ““We really knew for the 
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first tim Vice-Pres. Ruston, “who 
our customers were, the tvpe of business, 
ind what their potential was so we 
could make decisions on how best to 
get the business.” The next step was 
of coursé to get the right peopl 
to make the night use of it. That's 
where the game came in. 

Busing research manager l'razec 
iriginally was attracted to games for 
management training when he read 


American Management 
\ssn.’s top management decision simu 


ibout — the 


lation (BW —Jul.25759,p56 Amstan 
had been concerned about a lack of 
depth in management and Pres. Sells 


had launched an effort to develop new 
talent and beef up the old 

But there’s a lot to teach a wholesale 
manager “There are so many littl 
details about running our business,” 
savs Sells. “They get a new manager 
confused 
e Starting a Game—Frazee thought a 
game might provide synthetic experi- 
ence. Sells recounts that Frazee said 
one day, “I don’t suppose you'd like to 
play this game they have at Pitt.” 
This was a highly abstract general man 
agement game. “It was fun,” Sells ad- 
mits, “but I wanted a game that spe- 
cialized in our business.” 

So Frazee and Dr. William Kehl, di- 
rector of the Universitv of Pittsburgh’s 
computation and data processing cen 
ter, worked out the Pitt-Amstan Market 
Simulator 

Except for the customer decision- 
based on the Amstan 
census), it’s much like any 
other marketing game. Six competing 
distributors are selling three product 
lines to 300 potential customers. Each 
distributor has six salesmen of varving 
ibilities (which can be improved by 
training) and other workers. He can 
hire and fire. He sets prices anc 


making process 


iccount 


terms 


of sale; spends money on salaries and 
inventory; allocates time. 

Each distributor has basic financial 
information about customers and de 
scripti reports of his salesmen’s tal 
ents; after each round of play he gets 
financial statements from the computer 
I'rom t to time he gets other facts. 
The Builders Exchange Newsletter 
signed Ima Builder) tells him what 
contractors are bidding on which jobs 
Occasionally the computer provides 
such tips as “Customer 801 normally 
emplo two office girls, just released 
One 

Without the profile of Amstan’s own 
market, Frazee thinks, this game could 
ipplv t inv marketing organization. 
In fact, an auto manufacturer is think 
ing of pting it for dealers 
e Controversial—The Amstan market 


model the game’s unique—and con 
troversial—feature. Some game design 
ers think it’s much too detailed 

I disagrees Most _ tfaining 





CANADA 


YOU CAN LEASE 
FROM RYDER 





MATERIALS HANDLING 
EQUIPMENT 


and enjoy... 


@ Full service through Ryder wholly- 
owned service locations. 


®@ Use of equipment especially de- 
signed for your needs. 


@The benefits of having cash for 
this equipment available for more 
important jobs. 


@ One accurate, easy-to-budget cost 
you can project. 


Decide now to discuss your truck 
leasing as well as car and materials 
handling equipment leasing with your 
nearby Ryder Canadian Office. 





RYDER TRUCK RENTAL 


(CANADA) LTD. 
350 Kipling, Toronto « 1815 Bank St., Ottawa 
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photo courtesy of Thilmany Pulp & Paper Co., Kavkauna, Wisconsin 


ACRI-FLO 151 helps wrap out the weather 


For years paper manufacturers have 


searched for an economical, non-staining 


protective kraft that would wrap out the 
weather. Now that search has ended! With 
Acri-flo 151 it is possible to produce 


such a wrap...a high-impact, duplex 


kraft from less costly sheets. This is only 


one of the many ways Acri-flo has 


helped the paper industry produce better 


products at lower cost.A letter from you 


today will bring you proof of how Acri-flo 


can help improve your paper products! 


ACRI-FLO offers: Easy processing 
Excellent UV heat-light stability 
Ideal top coat 


THE GENERAL TIRE & RUBBER COMPANY 


Chemical Division -Akron, Ohio 


Chemicals for the rubber, paint, paper, textile, plastics and other industries: GENTRO SBR rubber 
GENTRO-JET b/ack masterbatch * GEN-FLO styrene-butadiene /atices * GEN-TAC viny/ pyridine 
/atex © GENTHANE po/yurethane e/astomer * ACRI-FLO styrene-acrylic latices © VYGEN PVC resins 

and compounds « KURE-BLEND TMTD masterbatch © KO-BLEND /nso/ub/e su/fur masterbatch 


112 larketiy 


Creating 
Progress 
Through 
Chemistry 











games, hi g 

player gets genera 

supposed to ipphi t 

problems. But Amstan 1 ma 
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make a literal transf g 

job. 

e Applying the Lesson—Right 

what they are supposed to have learne 

at meetings last winter 

ance the st of g 

against revenue he can bring 
Branches began ippl g 

in April ind m lag i 

ilreadyv reshuffling th It 

too early t s in 

But branch managers we usiast 

ind Executive Vice-Pres seph Sala 

mone sure thev'll D 

better customer mix eventual 

e More to Come—Ther t 

customer mix, of course, than ist sal 

cost s. revenue Amstat vants 


branch managers to learn how 
ance thei 


size, and among industri It nt 
them to give a lot of attention to cus 
tomers’ credit standin 
thing in our busin ng 
Sells 

That will come up early next vea 
and the branch managers will learn 
their 1 I { | 
again 
e Other Uses—Meanwh \ 
finding other uses for the game. It has 


been trving out candidat f ranch 


] 
ry 1] + 


managerships — br 
through the mail 
waiting list for such 
getting additiona 

Amstan’s executives, while not cal 
ing the game a selection device, admit 
it influences them, giving “‘an insight 
into a man’s thinking 

Amstan has also been using the game 


4 


to give divisional staff personnel and 
executives of other American Standard 
divisions a better idea of branch man 
agers’ problems 

[he most ambitious application is 
scheduled this fall. In one of its big 
markets, Amstan has price-cutting 
problem. Frazee wants to test alternate 
pricing strategies, using actual rather 
than tvpical customers. Amstan execu 
tives well acquainted with competitors 
will play their roles 
e The Way It Is—Amstan’s advisers 
at Pitt regard the game as a “major 
breakthrough in being able automati 
cally to generate computer simulations 
of micro-models of large business  svs- 


tems.’ 

But is the game actually realistic 
enough to be a basis for decision-mak 
ing? Frazee is convinced it is, though 


the only proof so far is the reaction of 


the 100 or so Amstan people who have 


played it. All of them, he says, have 
echoed Pres. Sells’ remark This is 
just the way our busines END 
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Take it wherever the work is! 


New RECORDAK Portable Microfilmer is easy to carry 
from desk to desk...office to office...city to city! 

aS 

Ad 






ONLY 24 LBS. That’s all this won- 


derfully capable microfilmer weighs. 






















Actually, less than most office typewriters! 

The new RECORDAK Portable is simple 
for anyone to operate. Just plug it in... 
feed documents into it—and they’re 
photographed and returned in sequence! 
Many surprising features—two rolls of film, 
for example, can be exposed simultaneously. 

Now even the smallest concerns—even the 
one-man office—can enjoy the short cuts and 
the protection which microfilming alone 


provides. And larger companies, too, can Travels in style 
in optional 


use this new microfilmer as an adjunct to carrying case 


their high-speed Recordak microfilmers ... 
or use several RECORDAK Portables in 
decentralized operations. 


Just feed documents into new RECORDAK 
Portable and they’re photographed—up to 
90 a minute—and returned in sequence. 


MAIL COUPON TODAY 


SRECORDEK’ 


(Subsidiary of Eastman Kodak Company) 
Originator of modern microfilming— 
now in its 33rd year 


RECORDAK CORPORATION A? 
415 Madison Avenue, New York 17, N. Y. 


Gentlemen: Send free booklet giving details on 
new RECORDAK Portable Microfilmer. 


Name Position 





Company 





Street 





IN CANADA, contact Recordak of Canada Ltd., Toronto 


City State 
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Personal Control 


Works for Friden 


The man who wears the No. 1 badge at office appli- 


ance plant is Pres. Walter Johnson, a vigorous old-timer who 


makes a ritual of touring his plant and knowing his employees. 


The vanishing breed of rugged in- 
dividualist in industry will never be 
extinct as long as Walter S. Johnson 
draws a breath. Johnson is the sep 
tuagenarian president and chairman of 
Friden, Inc., California-based 
of powered office appliances. 

Johnson and the company he has 
prodded into a forward position it 
the automatic business machines indus 
trv are a studv in contrasts. 

Friden (pronounced free-den) is a 
bustling, sales-oriented outfit. It 
to be to survive 27 vears of sometimes 
notoriously cutthroat competition. ‘The 
company started with a desk calculator, 
now offers a line that ranges from a 
simple adding machine to a sophisti 
cated array of integrated data processing 
hardware. As an innovator of machines 
to speed paper work and reduce human 
error, Friden is as modern as_ they 
come. 


creator 


had 





POLICY HUDDLE always follows Johnson’s biweekly plant tours. Across desk 
from him are Robert E. Busher, Philip R. Samwell, Charles R. Ogsbury. 


HELPFUL suggestion is made by Johnson to assembler. 
not an engineer, Johnson has knack for spotting inefficient methods. . 


BUSINESS WEEK e Sept. 3, 1960 





e Non-Organization Man-—Its chief 
executive, on the other hand, is un- 
swerving in his devotion to a philoso- 
phy of business management that has 
the nostalgic flavor of an era long past. 

If vou could prowl through the right 
desks at Friden’s headquarters in San 
Leandro, across the bav from San Fran 
cisco, vou might find something ap 
proximating an organization — chart, 
Johnson concedes. But nobody hauls it 
out where the president can see it. ‘To 
Johnson, an organization chart with its 
neat boxes and connecting lines is ana 
thema 

Put man in a square and you 
limit him,” he savs. “I want to get 
the wh benefit of his thinking on 
evervthing. If I circumscribe him too 
much, I mav never know how good 
he is 

Johnson backed up by the usual 
comp! nt of functional executives, 






> 


Although 


ait 






each with his own area of responsibility 
It isn’t hard to visualize them in the 
familiar blocks of an organization chart 
It’s the connecting lines that fog this 
mental image. Any true chart of the 
Friden company would show a forest 
of lines radiating from Walter John- 
son’s little “square” at the top, one 
line to each of the company’s 3,900 
employees. 

¢ Direct Communication—W hen John 
son wants action, he doesn’t often wait 
for the chain of command to get it 
for him. He leapfrogs as many 
VISOTV 


SUDCI 
pe 
echelons as necessary to get to 
the seat of the problem. ‘The 
munication line works the 
too. 


Colm 
other wat 


The company president who boast 
that his door is always open to em 
ployees is a step behind Johnson. The 
riden president doesn’t wait for the 


employees t> knock at his door. Twice 
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a week he visits them—or at least the 
2,700 of them who populate the sprawl- 
ing headquarters plant in San Leandro. 
(Friden has smaller factories in Roches- 
ter, N. Y., Lewistown, Pa., and Wagen- 
ingen, Holland, this one soon to be 
replaced by a new plant at nearby 
Nijmegen.) 

For its convenience to the business 
community, Johnson keeps an office in 
San Francisco with a company he 
helped organize 50 years ago and now 
serves as board chairman. But he spends 
every Monday and Friday at the Friden 
plant, touring the factory floor in the 
morning and huddling with his execu- 
tive committee in the afternoon. 

This regimen would be no mean feat 
for a man 20 years younger. The plant 
covers 459,000 sq. ft., and even at a 
brisk pace the tour occupies the better 
part of a morning. Johnson, who will 
be 76 in November, makes it seem a 
breeze. 
¢ Peripatetic President—In a recent 
observance of this ritual, a BUSINESS 
WEEK reporter - photographer team 
trailed along. Johnson threaded his 
way through every bay, every aisle, 
digressing now and then to slip through 
the lines of benches that flank the 
aisles. Again and again he paused to 
relate or hear a fragment of small talk, 
to question an employee about his work 
or his family, to note a subtle change 
in assembly or fabricating procedure, 
and occasionally to find out why a 
small change that he suggested last 
month hadn't been adopted. 

Most people had a cheery greeting 
for him. Some twitted him about his 
recent “business” trip to Tahiti and 
Hawaii in which he mixed a little 
pleasure and some solemn family busi- 
ness. A few glowered as though dis- 
trustful of the camaraderie. 

It wasn’t a typical day. It was the 
first day after a two-week vacation shut- 
down, and the women employees were 
bubbling with vacation memories that 
they had no hesitation about sharing 
with the president. 
¢ Birthday Kiss—Johnson landed in the 
motor assembly department during a 
coffee break. One girl was opening a 
beribboned birthday package, and John- 
son bestowed a ceremonial kiss to make 
it oficial. A dozen or more women 
were draped in floral leis, mementoes 
of Hawaii vacations. Before Johnson 
could protest—and it’s highly debatable 
whether he would have anyway—he had 
a lei around his neck and a betraying 
smear of red on his lips. Clearly there 
was no static in the line of communica- 
tion between the factory floor and the 
executive suite—for that fleeting mo- 
ment at least. 

In the tool and diemaking depart- 
ment, Johnson stopped to chat with a 
man who was excited about an inven- 
tion he thought should interest Friden 





but had been rejected by the factory 
manager. Johnson promised to come 
out to his house and look at it. 

¢ One Horse Owner to Another—A 
slim girl in Capri pants and pony tail 
stopped the president to tell him she 
had bought a horse—a sure conversa- 
tion piece with weekend rancher John- 
son. On her workbench she spread 
out a collection of photographs of the 
animal with the proud owner astride 
him and dangling her legs around his 
belly. 

“He doesn’t stand very high,” John- 
son said 

“Fourteen hands,” she protested. 

“Well, either he needs a shorter rider 
or vou need a taller saddle,” he quipped 
“Why don’t you bring him out to the 
ranch some day for a ride?” 

The girl promised that she would 
¢ Pointed Question—On the calculator 
assembly line, Johnson broke up in 
laughter when a_ young Chinese- 
American buttonholed him to ask the 
question that Wall St. at that time 
had been asking with more and more 
persistence: 

“When are you going to split the 
stock?” 

Recurrent rumors of impending mer- 
gers along with a 94% jump in first- 
half earnings had been ballooning the 
market price of Friden stock on the 
Pacific Coast Stock Exchange. It had 
reached $121 on the day the question 
was asked. 

Johnson was noncommittal. He con- 
ceded that at a high price there was 
no chance of achieving the breadth of 
distribution that would qualify the 
stock for listing on the New York Stock 
Exchange (there are about 2,500 stock 
holders). But in the next breath he 
added that he didn’t want to see the 
stock buffeted by the winds of specula 
tive trading, surely one of the hazards 
of a low price. Jolinson makes no 
secret of his conservatism. 

Since this encounter, however, the 
stock has split 3 for 1. 
¢ Philanthropist—In the San Francisco 
area, his home for more than half a 
century, Walter Samuel Johnson is 
something of an enigma. Although he 
is a director of the Federal Reserve 
Bank of San Francisco and heads two 
major corporations (Friden and Ameri- 
can Forest Products Corp.), he doesn’t 
move around in the social and business 
circles that would stamp him publicly 
as a man of wealth 

San Franciscans were stunned a year 
ago when he gave the city $2-million, 
largely in Friden stock, after the voters 
refused to match state funds in that 
amount for rehabilitation of the Palace 
of Fine Arts, a crumbling old archi- 
tectural masterpiece built for the 
Panama-Pacific Exposition in 1915. 

Johnson and his attorney pondered 
that gift for months. He and his sec- 


BUSINESS WEEK @ Sept. 3, 1960 








in 


he 
ne 
re 


he 


eT- 
st- 
he 
he 
ad 
on 


yn- 
vas 
of 
the 
»ck 
ck- 
he 
the 
ila 
rds 
no 


the 


year 
ion, 
ters 
that 
lace 
chi- 

the 


ered 
sec- 


1960 








DRIVING ENERGY of Walter Johnson is 
behind Friden’s expansion into company 
offering wide array of office machines. 


ond wife were in a divorce suit, and he 
feared the philanthropy would be mis- 
construed as a “snow job” to divert 
public attention from the divorce. In 
the end, his affection for the architec- 
tural handiwork of the late Bernard 
Maybeck outweighed his apprehensions, 
and if San Franciscans have any doubts 
about his motive they're keeping them 
quiet. Right now, Walter Johnson is 
very big in San Francisco. 

An interesting footnote to the gift 
The citv unloaded the Friden stock at 
$64 a share. Since then the stock has 
paid one stock and two cash dividends 
and jumped 90% in value. 
¢ Early Careers—A native of Saginaw, 
Mich., where he was known as Sam 
Johnson (he later transposed his given 
names), the Friden president exhausted 
the possibilities of two careers before he 
took a law degree at University of Cali- 
fornia. He had been circulation man- 
ager of the late Fremont Older’s old San 
Francisco Bulletin and had owned a 
bookstore. 

During his brief career at the bar, 
interrupted by World War I, one of 
his earliest projects was to incorporate 
the Stockton Box Co., in which he ob- 
tained a small ownership position. ‘This 
company, which was Johnson's intro- 
duction to the lumber business, be 
came the nucleus for American Forest 
Products Corp. Under Johnsons chair 
manship, last vear it returned $2.8-mil 
lion after taxes on $88-million sales 

When vou look back over 75 vears 
of a busy man’s life, it’s possible to 
isolate some of the events that shaped 
his career. In Johnson’s case, it’s pretty 
clear that his war service had a_pro- 
found influence. 

* Fight Against the ‘“Wobblies’—In 
the Pacific Northwest, the rag-tag, left 
wing labor movement known as_ th 
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Industrial Workers of the World ‘(the 
““Wobblies”) was creating strike havoc 
in the forests. The fledgling Army Ai 
Corps felt the pressure of this disturb- 
ance because it slowed up the harvest- 
ing of 40-ft. straight-grain Sitka spruce 
for airplane wing beams. As an Army 
shavetail, Johnson was dispatched to the 
woods near Aberdeen, Wash., to coun- 
ter the IWW’s influence on the woods- 
men. He organized the Loyal Legion 
of Loggers & Lumbermen in opposition 
to the Wobblies, and recalls that he 
signed up 8,700 loggers in six months 

Returned to civilian life, he addressed 
himself to the fortunes of the Stockton 
Box Co. and allied activities, all of 
them now wrapped up in the prosper 
ous American Forest Products Corp. 
¢ Depression Venture—In the melan- 
choly years that followed the 1929 col- 
lapse of the stock market, there weren't 
many investors who would, or could, 
lend a sympathetic ear to Carl M. 
Friden, a Swedish immigrant who came 
to the U.S. by way of Australia. Fri- 
den’s inventive and engineering talent 
enabled him to amass a fortune just in 
time to see it flushed down the drain 
by the market crash. 

Carl Friden had split with the Mar- 
chant Calculating Machine Co., which 
is now the Marchant Div. of Smith- 
Corona Marchant, Inc., and was deter- 
mined to recoup his fortunes with a 
new calculator that wouldn’t infringe 
the patents he had assigned to Mar- 
chant. Friden was not only broke but 
owed thousands of dollars in back wages 
to the handful of workers who had 
helped him with the new machine. 

The inventor offered Johnson a half 
interest in the Friden Calculating Ma- 
chine Co. for $25,000. Johnson and 
three of his associates at American For- 
est Products each put in $6,250 and got 
half the common shares in return. 
Later the same group was tapped for 
$88,000, and they accepted preferred 
stock which was redeemed 10 years 
ago 
¢ Profitable Investment—The original 
common stock was split again and again 
and the outstanding shares have mulkti- 
plied through stock dividends. But no 
new stock has been offered for public 
sale. Except for shares issued to effect 
two mergers, Friden has financed its 
growth with internally generated funds 

Johnson’s $6,250 investment in 1933, 
after deducting his $2-million gift to the 
citv, has a current market value around 
$13-million 
¢ Oldster at Helm—In the persistent 
debate over compulsory retirement at 
65, Walter Johnson stands as an an- 


noying challenge. When Carl Friden 
died in 1945, Johnson became presi 
dent and inaugurated the energetic 
routing ince become ritual, that be 
lied his 61 years. Friden wasn’t a sick 
company, but by the postwar standards 


that put a premium on_ professional 
management, it clearly needed an in 
fusion of youthful blood to invigorate it 
for the lively battle at the market- 
place. Instead of youthful blood, it 
got Johnson. 

To stay afloat during the war when 
the scarcity of metals limited produc- 
tion of calculators to 25 a day, Friden 
had shifted into war work—generators, 
tachometers, driftmeters, small caliber 
artillery shells. A backlog of orders for 
16,000 calculators took up the imme- 
diate slack caused by cancellation of 
munitions contracts, but it didn’t take 
the plant long to boost production to 
250 calculators a day and the backlog 
melted. 
¢ Product Search—Johnson kicked off a 
search for new products that hasn't 
ended since. First came an adding ma- 
chine with a new twist. Then Friden 
married its calculator to an electric 
typewriter in a device that hit the 
market as a Computyper, the company’s 
first stride toward integration of data 
processing. 

The electric typewriter was a special- 
ized product of Commercial Controls 
Corp. called the Flexowriter in which a 
punched paper tape is produced simul- 
taneously with the typewritten material. 
In turn, the perforated tape may be 
used to actuate other machines. 

Johnson became so enchanted with 
the compatibility of the Commercial 
Controls product line and his calculator 
that Friden acquired the Rochester 
(N. Y.) company in 1956 for $7.3-mil- 
lion in stock. Since then, Friden’s en- 
gineers have hitched the calculator and 
Flexowriter to a string of other compo- 
nents—card and tape punches, data col 
lectors, tape transmitters, and readers 
They even wedded a tape punch to the 
adding machine to integrate this most 
basic of all office calculating machines 
with the data processing system. 
¢ Integrated Systems—In Johnson's 
view today, Friden’s most glittering 
sales prospects lie in its integrated data 
processing systems and their multiple 
components and accessories. He has 
about 450 salesmen at work exclusively 
on systems sales as compared with about 
550 on the calculator catalog, which 
now includes a machine that extracts a 
square root at the touch of a key. Oddly 
enough, although calculators are the 
core and the backbone of Friden, they 
now rank third in Johnson’s estimate 
of growth potential. That's becaus 
Johnson, at 75, plunged the company 
into a brand new venture, postal sup 
ply and mail room equipment. 
¢ Competitive Challenge—Commercia 
Controls had developed a postage meter 
that ran into rough sledding against the 
popular and heavily promoted Pitney- 
Bowes iJine. Last year Friden bought 
International Postal Supply Co. of New 
York, which makes a line of postage 
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canceling machines, check endorsers 
and signers, multiple-channel conveyor 
systems, and related equipment. Un- 
der Friden ownership, the International 
Postal Supply division last month won 
a $3-million contract to supply the Post 
Office Dept. with 59,000 money order 
machines. 

Friden engineers are at work on a 
new postage meter that Johnson hopes 
will be ready for the market late this 
year. Younger men might shrink from 
locking horns with Pitney-Bowes, un- 
disputed boss of postage meters. But 
Johnson, 10 years past normal retire- 
ment, is looking forward to it. In fact, 
he pins his optimism for the mail room 
equipment division largely on the new 
meter. 

e Earnings Picture—Iriden has come a 
long wav under Johnson. With other 
industry it has shared the problem of 
shrinking profit margins on growing 
sales volume, but its per-share earnings 
have been fairly stable ($3.44 last year) 
and its after-tax income in 1959 was an 
agreeable 5.25% of sales. Its long-term 
debt of $6-million has a comfortable 
payout stretching to 1973, and the com- 


pany isn’t using any bank credit to 
speak of. 
This vear’s first-half results sur 


prised even Johnson. Sales of $44.8 
million, up 35% from a somewhat slug 


gish first half in 1959, returned net 
profit of $2.8-million, up 94%. You 


can trace some of this spectacular rise 
in profit to the fact that Friden is 
the hump with the new sales and serv- 
ice organization it had to assemble and 
train for its integrated data processing 


OVC! 


systems. But there’s also a hint that 
Friden has found a way to control the 
cost erosion that, in so many corpora- 


tions, accompanies rising volume. John 
son looks for volume to reach $88-mil- 
lion to $90-million this vear 

¢ Charmed Circle—Johnson _ is 
consciously grooming a 
though he admits he is watching the 
vounger men around him. Among them 
are Vice-Pres. Philip R. Samwell, gen 
eral manager; Vice-Pres. Robert | 

Busher, general sales manager; and Vic¢ 

Pres. Dunstan S. Gross, head of re 
search and development. Vice-Chmn 
Charles R. Ogsbury, who was president 
of Commercial Controls, and Vice-Pres 
Russell D. Shaver, Jr.. who headed 


International Postal Supply, probably 


not 


Successor, il 


are members of the charmed circle 
also. 4 

A bit sadly, Johnson concedes that 
his successor, whoever he may be, will 


probably scrap his method of personal 
management and hustle up an organi 


zation chart with little squares and con- 
necting lines 
“But I have no thought of retiring,” 


he adds brightly. “And besides, when 
we're twice as big as we are now, mavbe 
we'll need a chart.” END 
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THE TREND 





As the story on page 30 makes clear, there’s 


apprehension among professional economists that 
we may be on the verge of a recession. 

To be sure; a number of economists think that 
we have been going through a substantial read- 
justment this year. Indeed, if you look at the Busi- 
ness Week index, you get the picture of an economy 
that reached its peak back in February and has 
been sliding off since. Much of the drop has come 
as the rate of inventory accumulation came down 
(page 74). Some economists think we already have 
most of the pain behind us and that any further 
readjustment is likely to be mild and short-lived. 
They look for easier monetary policy and a faster 
rate of government spending to help push us for- 
ward in 1961. 

Other economists think we are at the beginning, 
not at the end, of our troubles. They fear the con- 
currence of cuts in capital spending, of inventory 
liquidation, and of the possibility of a rise in unem- 
ployment, which is already above 5%. 

Some of these people have a new worry that makes 
them fear that another recession might be more 
serious than its predecessors. 

That new worry is housing. In the past, housing 
has played a powerful role in offsetting downswings 
in the rest of the economy. Once the government 
made money available and lowered the interest 
rates, the backlog of demand for housing was strong 
enough to produce a swift boost in construction. 

This may happen again. But there are at least a 
few reasons for fearing that it may not: One is that 
we are in the years of the “hollow generation’’—at 
least two or three years away from the time when 
the big postwar baby crop begins to reach marital 
age and swell the demand for housing. The other 
reason is that builders may have been putting up 
the wrong kind of houses. In rental housing, 
vacancy rates nationally have reached 7.3°%—a 
postwar high. 

There’s always the temptation to look away from 
worrisome possibilities—particularly as long as they 
remain only possibilities. But a stiff upper lip and 
a cheerful whistle in the dark never cured the busi- 
ness cycle. 

There is also the other possibility—that we will 
see nothing worse than a period of slow growth 
ahead. But the implications for government mone- 
tary and fiscal policy today are perfectly clear. 
Inflationary dangers have greatly abated; dangers 
of recession have markedly increased. Therefore, 
the government must aim to stimulate the economy 
—to forestall the possibility of serious recession and 
to start the economy growing vigorously as soon as 
possible. 

The Federal Reserve can be commended for 
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Time to Stimulate the Economy 


anticipating the softness in the economy and for 
acting on its forecast. There is, however, a question 
whether it has acted decisively enough—and, per- 
haps even more important, in the appropriate way. 
By open market purchase of bills, it has succeeded 
in forcing short-term rates down, but long-term 
rates—including mortgage rates—are still too high. 

The main effect of forcing down short-term in- 
terest rates has been to accelerate the movement 
of short-term money out of the country. This aggra- 
vates our balance of payments problem and the 
drain on gold, but does little to stimulate business 
activity. However, if we want to stimulate business 
investment and consumer spending on housing, it’s 
the long-term rates that must come down. 

At the same time, the government should accel- 
erate the flow of contracts and expenditures for 
national defense work and for public construction. 
We will run the risk of a deficit by accelerating 
expenditures planned for the long haul. But this 
should keep the economy closer to full employment. 
The deficit, if there is one, will be small compared 
with that resulting from a recession. The sharp but 
short decline of 1957-58 put the government $13- 
billion in the red in fiscal 1959 

The risks to the U. S. international financial posi- 
tion of another lurch toward recession and massive 
deficits cannot be dismissed lightly. Wise policy 
now is to make any coming recession as moderate 
as possible—or to forestall it altogether, if we can. 


Cold Comfort 


In faraway, frigid Antarctica, the U.S. and Soviet 
Union may find common ground for peaceful coop- 
eration. The Senate has ratified a 12-nation treaty 
that will shelve conflicting territorial claims. and 
Russia is expected to add its signature soon. 

Though twice the size of the U.S. and a con- 
tinent staked out by famed explorers, the Antarctic 
until recently could boast little more than a huge 
penguin population and the world’s lowest recorded 
temperature (—125.3F). 

Since the start of the International Geophysical 
Year in 1957, the U.S. and Rusia have been invest- 
ing time, money, and lives in Antarctic research. 
Smaller nations, too, have feared that the remote 
area might become a missile base for the two great 
powers. 

It is a sign of maturity in our dealings with Russia 
that we took the first steps toward an Antarctic 
Treaty. It may be small consolation for those who 
hope for a broad solution of East-West differences. 
But the treaty will help eliminate a potential point 
of dispute, and may even set a pattern for coping 
with the crucial area of satellite-filled outer space. 
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Bird's-eye view of an executives world 


as top 


Not every executive works in a world like this, of course. But more and more do... 
management discovers the plus benefits of offices functionally-styled and equipped by GF 
For example, above you see the handsome MopE-MakKeER desk, specially styled by GF to lend 
It’s complemented by the comfort of GF GoopFrorM 


a 


if 


quiet good taste to the private office 
aluminum chairs, built to retain their good looks for a lifetime. And only GF offers you com- 


he 
c2e 
of 7 
} plete planning, design and decorator services . . . for private or general offices. Just call your GF 
4 


branch or dealer, or write The General Fireproofing Company, Dept. B-4]. Youngstown 1, Ohio, 


; ; : “Sp — USINESS FURNITURE ® 
Whether you're planning new offices or major remod- 
eling, it will pay you to consult GF Business Work IREPROOFING 
Center specialists at the time you hire your arcl f F 


Visit us at the OEMI BUSINESS EQUIPMENT EXPOSITION * Los Angeles Sports Arena »« November 1-4 
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NOY 291960 Wty 4STORAGE COLLECTIO! 
Stirring up snowstorms in the TE, ik is paelias ie iw fee cee, 


” when this famous Southern resort decided to put in a ski slope, the G.T.M.— 
/ e 
GOOD, YEAR) Goodyear Technical Man—got the call. The problem he was handed: supply 


foolproof, flexible links between the big artificial snow-maker and its 50 mov- 
able “sprinklers.” Hose, if used, had to be capable of handling relatively high pressures—remain flexible 
despite freezing temperatures — take plenty of rough handling yet give long service. The G.T.M.’s 
answer: 6,000 feet of special 114” Goodyear hose, which helps generate man-made blizzards, covering 
the entire slope with a fresh 4-inch blanket within a few hours. 


| GOODYEAR INDUSTRIAL PRODUCTS 


@-Specified 


Special Hose for Artificial Snow-Maker 





A Nonporous, nonclogging, moderately 
oil-resisting rubber tube 


B Vertically braided rayon cord rein- 
forcement for strength with flexibility 


C Smooth, soft, abrasion-resistant cover 


Lots of good things come from <f 


INDUSTRIAL PRODUCTS 
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